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I. EXECUTIVE SUMMARY 

In order for democratization to flourish in the former Soviet Union, timely support must 
be given to decentralized, efficient, and politically responsive local governments. Until recently, 
a highly vertical power structure made local governments mere shells, devoid of real power and 
subordinate to Communist Party authoities. Reform in the former Soviet Union will succeed 
to the extent that it sinks its roots deeply at the local level, and spreads broadly to the smaller 
cities, towns, and districts across the vast land mass that encompasses the member states of the 
former Soviet Union. 

Since local reformers are so widely dispersed across the former Soviet Union, grappling
with reform issues in isolation from one another, it is important to expand the sharing of 
democratic management expertise and to strengthen the institutional relationships among reform
minded local groups outside the major cities. Continued support of democratic reform at the 
municipal government level throughout the former Soviet Union ' crucial during this period of 
decentralization of political power. It is the local politicians with whom the population has the 
closest contact and on whom the population is most likely to place the blame for the harshness 
of day-to-day living. If the democratic reformers are seen as unable to perform at the local 
level, the populace may transfer its dissatisfaction with local democracy to democracy as a 
whole. 

Since August 1990, the National Democratic Institute for International Affairs (NDI) has 
developed and implemented a technical assistance program in support of municipal reform in the 
territories of the former Soviet Union. The program addresses political development at the local
level as well as provides technical assistance on economic issues to newly elected municipal
leaders. NDI hcld a series of seminars in Moscow and St. Petersburg, which were attended by 
more than 300 city soviet members ?nd city administrators from Russia, Ukraine, Belarus,
Moldova and the Baltic states. To provide expert assistance and share experiences, NDI brought 
mayors, city council members and administrators -- including city managers and budget and 
finance officials -- from the United States, Great Britain, Germany, Sweden, the Netherlands, 
and Poland to its seminars and related programs. The program incorporated both workshops and 
individual consultations. 

In the fall of 1991, NDI initiated the second phase of its muricipal reform program,
which placed a greater emphasis on individual consultations by leading U.S. and European 
experts of up to two weeks duration. In this second phase, NDI cooperated with the city soviets 
and mayor's departments of Moscow and St. Petersburg, selected Russian provincial city soviets 
(through the 86-member Union of Russian Cities), as well as the Russian Federation parliament's
Committee on Local Self-Government. 

The NDI program also included the commissioning of research on local government and
politics in the former Soviet Union and the translation into Russian of materials on municipal 
government and finance management in the United States and Europe. These documents 
included city budgets aid budget processes, codes of ethics, and the documents outlining the 
roles of mayors and city councils. 
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Through its frequent seminars and assessment missions, NDI developed a series of 
specific requests for technical assistance from Russian and other city soviet deputies, which are 
listed in Section V C of this report. We hope that local government organizations in the United 
States and Europe will be able to respond to some of these requests. 
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II. GLOSSARY 

Deputy: An elected member of a legislative body at the local, regional, republic, or union level. 

Duma. A council or representative assembly. 

lspolkom/Erecutife Committee: Before governmental reforms of the last several years, the 
executive committee of the soviets at the city or ralon levels comprised administrators who ran 
the day-to-day operations of municipal government. They were elected by the city or raion 
soviet to handle governance issue- (both administrative and organizational) between the 
infrequent meetings of the soviet. 

Mayor. The city soviet chairman who is appointed by the executive committee of the soviet. 
In June 1991, direct elections were held for the mayor's post in Moscow and St. Petersburg. 
These mayors serve as the head of the executive arm of the city government. Direct elections 
are being considered in other cities. 

Oblast: An administrative unit of varying size (larger than a county), best approximated as a 
region. 

Raion: An administrative unit approximately equivalent to a city district or borough. 
Micro-raion: An administrative unit roughly equivalent to a neighborhood. 

Soviet: A legislative body, or council, at each level of government (i.e., raion soviet, city 
soviet, oblast soviet, Supreme Soviet of the Republic, and former Supreme Soviet of the USSR). 

Mossoviet: The Moscow city council or soviet. 
Lensoviet: The Leningrad (St. Petersburg) city council or soviet. 
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Il. INTRODUCTION 

The events of August 1991, during which an authoritarian coup was thwarted by 
democratic forces in the Soviet Union, transformed the nature and pace of the political transition 
in that country. Members of the democratic local governments, particularly in the largest cities 
of Moscow and St. Petersburg, played a crucial role in coordinating resistance to the coup. 
Elections in the spring of 1990 had vaulted reformers into the majority in local governments in 
some of the Soviet Union's largest cities. While the coup unfolded, a struggle within cities 
across the Soviet Union ensued between reformers and communist forces; and the forces of 
reform triumphed over those demanding a return to the old policies. (See Appendices 
I-Ill.) 

Since August 1990, NDI has undertaken a program of local government reform in the 
territories of the former Soviet Union. This report discusses its purposes, content and 
conclusions, and addresses the concerns and requirements of reformers at the municipal level. 
The report elaborates upon the concrete results of the program, proposes recommendations for 
reform, and lists requests for technical assistance. 

NDI believes that the effective decentralization of authority and enhanced political 
legitimacy of local governments are crucial factors in strengthening democratic reform during 
this time of extraordinary political transition in the former Soviet Union. The Institute intends 
to contribute to reform by helping t, define the roles of local governments and to strengthen the 
functional capabilities of newly elected reform-minded local leaders. At every level of 
government, the experienced officials frequently remain former communist apparatchiks; and 
the reformers are inexperienced in the theory of democratic governance and the practice of 
management. NDI believes that democratic government and sound municipal management are 
compatible, that democratically elected leaders can address difficult political and economic 
transitions more fairly than authoritarian ones, and that pluralism and stability are congruous. 

It is the Institute's intention that this volume contibute to the body of available 
knowledge on the problems of municipal governments in the former Soviet Union and aid 
institutions that seek to provide assistance to locally elected leaders in the former Soviet Union 
and in Eastern and Central Europe. 

NDI's local government reform seminars originated in the Institute's fact-finding mission 
that visited regions of the Soviet Union in July 1990. Delegation members visited Moscow and 
St. Petersburg (formerly Leningrad) in the Russian Federation, and the city of Kiev in Ukraine. 
The objectives of the mission were to assess the nature and pace of democratization in the 
country, to identify the principal reform movements and personalities, and to determine the 
contributions that apolitical-development institute such as NDI might make toward democratiza
tion. 

The NDI delegation initiated contacts with leaders and politicians at raion, city, republic, 
and union levels of government. They included leading members of President Mikhail 
Gorbachev's Presidential Council, members of the Communist Party's Central Committee staff, 
members of the Supreme Soviet committees, reformist deputies in the Inter-Regional group and 
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in the Russian Federation's legislature, newly elected democratic leaders of the city soviets and 
raion soviets, founders of the new political parties, associations of young political leaders, 
editors and journalists, public opinion researchers, and academicians at state institutes (i.e., State 
and Law and USA-Canada). 

The NDI team returned with a keen recognition of the enormity of the political and 
economic challenges facing the democratic reformers, and of their pivotal role in securing a 
peaceful transition to pluralism and a market economy. The urgency of the reformers' tasks was 
matched by the urgency of their needs: for information, political training, managerial expertise,
and communication, both with other groups in the country and with those abroad. The sharing
of experiences was distinctly lacking; in every office, in every group, and in every community, 
it seemed as if the wheel of democracy was being re-invented. 

The survey mission found that democrztic reform was proceeding most rapidly at the 
local government level. In 1989, leading democratic reformers such as Sergei Stankevich and 
Anatoly Sobchak were elected to the higher legislatures of the Soviet Union from which they
proposed to promote reform. When change was not forthcoming from the top, these new 
democrats opted for bottom-up reform, running for municipal offices in the spring of 1990. 
Victorious, they took office in major cities and left the Communist Party. Sobchak was elected 
chairman by the St. Petersburg City Soviet in July 1990, which had become replete with 
democratic council members. Meanwhile, Gavriil Popov and Stankevich became chairman and 
deputy chairman, respectively, of the Mossoviet. In August 1990, a number of city soviets,
including those of Moscow, St. Petersburg, Ekaterinburg (formerly Sverdlovsk), and Kiev, were 
at the forefront of democratic reform, trying to build the infrastructure of democracy at the local 
level. 

From the information gathered during NDI's survey mission, it was concluded that local 
government reform an in which the Institute could make awas area useful contribution. 
Delegates recommended that the Institu:e cooperate with the newly elected city soviet leaders. 
Since, at that time, leaders such as Sobchak, Popov, and Stankevich were also popular national 
politicians in the Soviet Union (holding seats in the republic or union legislatures) this 
cooperation would allow NDI to work with the leading democratic reformers in the country.
Finally, as more than 65 percent of the population of the former Soviet Union live in cities, NDI 
concluded that focusing on urban affairs was worthwhile. 

Democratic reformers elected to city soviets have been struggling to transform the soviets 
from ritualistic systems, in which power was vested in communist bosses accountable to 
superiors in the Communist Party hierarchy, into effective institutions responsive to citizens' 
needs. In reaction to the oppressive, centralized nature of the former Soviet system, however,
there has been a growing tendency among some city and raion deputies to insist that all powers
and responsibilities be transferred to the local level. 

In the eariy fall of 1990, the NDI delegation expressed concern that unless the new 
democrats learned some of the practical skills of governance and democratic management, and 
reform took root quickly, the temptation would be great for the people to abandon the democrats 
and political reform and to force economic change through authoritarian means. In fact, by the 
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spring of 1991, the political strategy of the anti-democratic forces had become clear: blame 
inexperienced democrats for the economic failures whose real root was the failing communist 
system. In a televised address in late March 1991, for example, Soviet President Mikhail 
Gorbachev attacked the Moscow and St. Petersburg city soviets, declaring that the democratic 
city deputies had "proved their incompetence.' Clearly, the task of providing technical 
assistance to the municipal reformers was critical. Members of the delegation pointed to the 
emergence of an "insidious argument against democracy," linking political authoritarianism to 
successful economic reform. This argument contended that growth could not occur without the 
cent.alization of political power. While in meetings and forums in Russia's cities, mission 
members heard the authoritarian East Asian model and Pinochet's regime in Chile applauded. 
The delegation report suggested that: 

there is a real danger here that the telling lessons of Soviet history are going to 
be ignored. First, a principal cause of the former Soviet Union's catastrophic 
decline has been the extreme centralization of power, political and economic. 
Second, absent genuine political reform -- without accountability, responsive 
administration and most importantly, the legitimacy of governing institutions -
it is uncertain whether any decisive economic transformation can occur. The 
communist ideology that resulted in a system describ,'d by one democratic 
reformer as 'they pretend to pay us and we pretend to work,' is dead. An 
ideology based on efficiency alone will not be able to restore the will to work. 
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IV. LOCAL GOVERNNEENT IN THE FORMER SOVIET UNION: 1990-1992 

A. Background 

The election of reformers such as Sobchak, Popov, and Stankevich to leadership positions
in Russian municipalities secured a platform from which to promote their policies while seeking 
to strengthen and democratize local governments. The old syszem of soviets, established in 
1917, emasculated legislative powers. The soviets were large, unwieldy, powerless, rubber
stamp institutions. City executives, better educated and affiliated with the Communist Party,
actually governed the localities and controlled the budgets. The chairman of the city soviet was 
not empowered tc control city executives. Following the elections of 1990, the initial efforts 
of the iadical democrats included trying to break the hold of the Communist Party on local 
governments, incrcasing the executive's responsiveness to legislative processes, coordinating the 
activities of cities with democratic pluralities, and gaining control of local finances. 

Between July 1990 and May 1991, NDI missions visiting the Russian Federation and 
Ukraine had several observations on the status of municipal govemmert. They found that the 
newly elected democratic local leaders had two principal objectives: to develop the social and 
economic base for democracy and to learn the technical aspects of government management.
The city deputies were trying to devise means to raise funds locally; decide upon ownership of 
housing, land, and monuments; privatize property; re-organize their unwieldy soviets; cstabli;h 
a more democratic relationship between the executive and legislative bodies; develop strategies
of negotiation with their communist counterparts; and improve information, communicationi, and 
coordination among the different democratic groups in the local soviets. 

Democratic deputies in the Mossoviet and St. Petersburg City Soviet had outlined many
reforms that needed to be undertaken more vigorously. The first was the transition to the market 
economy. The deputies criticized Gorbachev for his failure to successfully implement
perestroika, insisting that there was no alternative to full-scale, fast-paced political and economic 
reform,. If the leadership continued the current slow pace of reform, they said, the people
would be awash in economic anxieties, and a new totalitarian order could emerge. Political and 
economic change at the local level, however, could spur more rapid reform measures at the 
republic level. 

In the Mossoviet, some deputies believed that Gorbachev could still lead a united front 
of democratic forces if he made a Churchillian declaration about the need for "sweat and blood,"
and took the political plunge toward a market economy. One legal expert in the Soviet Union,
however, claimed in 1990 that "Gorbachev cannot transcend Lenin. He has reached his own 
political limit." The deputies argued then that it was Boris Yeltsin and city deputies who had 
made the democratic leap of faith toward the genuine political and economic transformation of 
the Soviet Uion. 

In their efforts to transform the city soviets into efficient and powerful institutions,
democratic reformers across the Soviet Union faced similar challenges. There was an 
overwhelming uncertainty about the sources and authority of laws and the legitimacy of political
commands. The basic issues of the separation of powers and of division of powers between 
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levels of government had not been resolved. Familiarity with the concepts of a political system 
that includes checks and balances, accountability, and abalancing of powers between legislative 
and executive authorities was entirely absent. While the democratic reformers had been trying 
to create new political parties, a firm social basis for such parties did not exist as yet. Civic 
groups in society were only slowly being established. 

B. Problems of Local Governments 

Most cities of the former Soviet Union continue to face similar problems. Virtually all 
of the infrastructure in cities has deteriorated to the point of collapse. Food isdifficult to obtain; 
the streets, sidewalks, ;torm sewers, utility poles, and traffic devices of Moscow, for example, 
are cracked, broken, missing, or inoperative; the housing stock is in dangerous disrepair; the 
mechanics of raising revenue are ill-understood; and worker productivity is extremely low. 
There has been no private ownership of property and therefore no reliable tax base. Unwieldy 
city and ralon soviets are bereft ui any tradition of a strong elected executive who is responsible 
to the soviets. In addition, the municipal governments are now held accountable by their citizens 
for supplying, among other necessities, food and housing -- goods and services that the market 
provides in other societies. 

The large cities, such as Moscow and St. Petersburg, are not exceptions. Some of 
Moscow's troubles result from its status as the capital city, dominated by government ministries 
and long dependent upon distant food supplies. Meanwhile, St. Petersburg faces high inflation 
and an economic base almost wholly dependent on the military-industrial complex. (Nearly 75 
percent of St. Petersburg enterprises are related to military production.) These days, new orders 
are virtually non-existent, and factories may soon close down. And, of those ' - ries that are 
left, few are controlled by the St. Petersburg City Soviet. The conversion of industries from 
military to consumer production is a major topic of concern. In its efforts to raise and control 
its own revenues, the city is planning the esta',lishment of a free-trade zone. St. Petersburg is 
also suffering from food shortages and a decrepit urban transportation system. 

Daily life in Moscow and St. Petersburg has become increasingly difficult. A pervasive 
concern exists among the people about the availability and prices of food and essential goods. 
In addition, a basic antipathy to the profit motive has surfaced, with cooperatives and 
entrepreneurs, for example, increasingly frowned upon by some people. 

The city soviets have become unpopular. In Moscow and St. Petersburg, the democrat
dominated soviets are accused of wasting their time on internecine squabbles and pointless 
debate. Most of the newly elected deputies are untutored in governance, and for many, even 
in 1992, serving as deputy remains a part-time profession. The concept of the professional, full
time deputy isonly slowly gaining currency. As the painful transition from a bankrupt economic 
order bears down on them, citizens are venting their anger at the city soviets. 

Deputies of the St. Petersburg City Soiet argue that the institution needs to be 
extraordinarily flexible and adaptable in this time of rapid transformation. Like others who are 
in the forefront of political reform, they are acutely aware of the limited time available to effect 
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fundamental changes. The people, said one St. Petersburg official, want their new deputies to 
produce "paradise" immediately, an imposible task given that the communists have "destroyed 
Soviet culture and the economy." Economic uncertainty causing is great popular discontent to 
rise to uncontrollable levels, and political changes are occurring rapidly. As one official put it, 
"We are living 10 years in one month." 

i. The structures of localgovernment 

There is a hierarchy of soviets in the former Soviet Union. Until September 1991, they
existed at the union, union-republic, autonomous republic, and lower levels of government. The 
latter include oblasts soviets, city soviets, and raion soviets. In addition, there are krai 
(territorial), okrug (district), poselkovye (settlement), and seiskie (village) soviets. Whereas tie 
structures of Western governments and their relations to higher authorities are very widely, these 
features are standardized in the former Soviet Union. 

The large size and unwieldy organization of the city and ralon soviets has been notable. 
The Mossoviet, for example, contains approximately 400 deputies. The city soviets have been 
described by one deputy as 'mini-parliaments," making them a rather ponderous policy-making 
body. Furthermore, until October 1991, the city had 33 raions, each of which maintained a 
raion soviet of 130 to 150 deputies. The 33 raions had varying characteristics and ieeds. Some 
had taxable enterprises within their jurisdictions; others did not. Some raions were responsible 
for schools, upkeep of housing, and in part, for medical and hospital services. One Soviet 
analyst described Moscow as consisting of "33 little feudal states." In 1991, one raion refused 
to participate in the city-wide referendum on the direct election of the Mayor. 

In the fall of 1990, the St. Petersburg City Soviet comprised 380 deputies and more than 
28 commissions; 20 seats were vacant. Each deputy represented approximately 10,000 
constituents. There were approximately 2,500 additional deputies in the St. Petersburg raion 
soviets. 

U. Executive-legislativerelations 

Reforming local government is a daunting challenge. In essence, it will require 
tran;forming largely ineffectual soviets that were organized to serve the Communist Party, into 
functioning, managerially adept, and politically responsive bodies. Since the deputies met only 
for about one day, four times a year, most local affairs were managed by executive or 
administrative authorities. (The soviet usually elected a specified number of people to serve on 
the principal executive committee or ispolkom.) These authorities, in most instances, have 
comprised experienced Communist Party members who drew support from professional staffs 
And volunteer commissions. They %%ere largely unaccountable to the newly elected deputies. 
After 1990, the democratic deputies in the city Soviets quickly realized that thc lack of a strong, 
elected official with operational control over the executive presented a serious political and 
practical drawback. 

In theory, members of the executive were required to report not only to the soviet, but 
also to the administrative authority in the tier of government above them. In Soviet parlance this 
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was called "dual subordination." As new reformist forces took over soviets in cities such as 
Moscow and St. Petersburg, dual subordination led to disputes among different levels of 
government and conflicting orders issued to city executives. 

In St. Petersburg during 1990, tensions persisted between the communist old guard and 
the democratic deputies within the city soviet and elsewhere. Day-to-day political life was a 
virtual guerrilla war between the denocrats in the city soviet and the St. Petersburg Communist 
Party based at the Smolny Institute. Deputies complained that government officials sometimes 
continued to provide information to Boris Gidaspov, then the Communist Party leader in St. 
Petersburg, before they reported to Anatoly Sobchak, then the chairman of the city soviet. The 
deputies emphasized the difficulties of working in a situation where dhe old system had broken 
down and the new one was not yet in place. Real power in St. Petersburg often remained with 
the communists, but, predicted one deputy in late 1990, the Communist Party's days were 
numbered. Effective authority was slowly shifting to the soviets as the Communist Party grew 
increasingly preoccupied with deflecting attacks against it. 

iii. Inexperience of city deputies 

The democratic deputies elected in 1990 possessed little professional experience in 
governance, as the previous leadership comprised Communist Party apparaichiks. Their level 
of education and training was generally lower than that of the administrators. Only a small 
percentage of deputies worked full-time for the city. Although there were hundreds of deputies 
in each major city, they maintained z minimal professional staff, if any, and enjoyed scant access 
to the information necessary to manage local affairs. 

iv. Inter-governmental relations 

As various .urisdictions attempted to assert their authority, the country was filled with 

multiple, often contradictory laws and declarations. Tais phenomenon was commonly labeled 
the "war of laws." While the Soviet Union's Supreme Soviet was considering drafts of a law 
on political parties and other organizations (initiated nearly a decade ago), the city soviets and 
raion soviets, like that of the October raion in Moscow, were registering political parties under 
an old Stalinist law of the 1930s. As local demociats tried to provide rooms and offices for 
these new organizations, the struggle over buildings and local property rights became the arena 
in which old communist stalwarts and new reformers fought for control. 

In the fall of 1990, a leading deputy in St. Petersburg noted that the soviet's decision to 
declare the city a free economic zone had not yet been approved at the republic level. The 
relationship between the city soviets and the republic governments, as well as among city 
soviets, featured both cooperation and competfion. Little information about new political or 
economic initiatives between the Mossoviet ar. I the St. Petersburg city soviet was exchanged. 
Relations between the two city soviets was als )colo:ed by political competition and the belief 
in St. Petersburg that all things Muscovite -- including Muscovite reformers -- were "opp'essive" 
and "totalitarian." 
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v. Coordination among citysoviets 

Information, communication, and coordination among the different city soviets has been 
seriously deficient. Leading deputies in Mosc,, have been seeking to establish relationships
with city soviets wherever they contain democratic reform elements. (In the fall of 1990, one 
deputy estimated that as many as 50 cities in the Soviet Union had democratic pluralities.) A 
major impediment tc this effort has been the lack of information on the identity of city leaders 
in the majority of cities. Deputies also had little knowledge of the nature of decisions 
undertaken in these soviets. In addition, Mossoviet and St. Petersburg City Soviet deputies have 
expressed concern about the dearth of experience and organization in their local soviets,
welcoming the introduction of new ideas about the structure and administration of democratic 
institutions. 

vi. Municipal budgets andfinance 

In 1990, democratic reformers in the city soviets believed that the creation of truly 
autonomous self-government and the rupture of the symbiosis between governing institutions and 
the Communist Party hinged upon the development of an independent financial base and the 
redistribution of the Communist Party's vast holdings. They needed to find ways to levy taxes, 
charge rents, and dispose of property. 

Traditionally, city fina.aces were controlled by an executive committee, which was also 
responsible for preparing the budget. The participation of the deputies in the formulation, 
monitoring, implementation, and revision of the budget was minimal, and little information was 
made accessible to them. In practice, said one deputy, "we don't even know the basis of the 
budget." 

Information, historical and current, on priorities and implementation, taxation, 
investment, costs, and subsidies wds largely unavailable to local soviets. In 1990, however, the 
executive committee's budget proposals could be criiqued by the city soviet's budget
commission. For example, a subsidy for potatoes was eliminated by the Mossoviet budget
commission, and its decision was approved by the full body of Mossoviet deputies. 

City deputies have expressed a.. interest in learning about methods to control the process
by which the executive committees determine and finalize the budget. They have asked: "Who 
should be in cnarge of overseeing the budget? Who controls tax revenues in a democratic 
system?" The lack of trust between the deputies and the ezxecutive committee members has made 
the deputies especially eager to learn how to draft and review budgets. The soviets possess no 
independent auditing capability with which to assess the performance of administrator- in charge 
of the cities' finances. 

Since the formcr Soviet Union maintained a centrally planned, command economy,
higher levels of government dominated local government budgets and spending priorities.
Moscow, for example, received monies from the republic and the union governments, and a 
certain percentage of the profits of state-owned enterprises. New cooperatives and private
enterprises paid local taxes only. Generally, municipalities did not have a secure or guaranteed 

11
 



level of revenue and a properly defined local tax-assessment and collection authority did not 

exist. 

St. Petersburg, where the former Soviet Union's most radically democratic city soviet 
is located, has faced special problems. Early in their tenure, deputies of the St. Petersburg City 
Soviet asserted the right to raise taxes locally; however, about 75 percent of the city's industries 
were military-related and, therefore, under the control of the union government. St. 

Petersburg's hard-currency incomt: from tourism was also sent directly to Moscow, which then 

returned a specified sum to the city. In 1990, the St. Petersburg City Soviet declared its city 

a free economic zone. The city began actively to seek direct contacts with foreign investors and 
to plan to establish joint ventures. 

vii. Privatization of municipal housing 

Various strategies for privatizing property, particularly apartments, have been considered. 
During 1990-1991, the Mossoviet deputies were more optimistic than wtre their St. Petersburg 
colleagues about the likelihood of implementing housing reform without giving rise to unbearable 

financial inequalities and social dislocation. In the view of many deputies, ij-dividul freedom, 
workers' rights, and labor mobility were all restricted by the communist system of state-owned, 
factory-controlled housing. 

In Moscow, the Mossoviet decided to transfer homes, on a voluntary basis, to those 

residents currently occupying them free of charge. To cuib speculation, the city government 
will place high taxes on the sale of housing to anyone without a Moscow residence permit. 
Mayor Popov created a tenporary, Deputies' Commission for Privatization of State and 

Municipal Housing in Moscow, which will insure social and legal protection to owners and their 
families. 

A deputy of the St. Petersburg City Soviet voiced special concerns about the situation of 
workers. The workers were "enslaved" in their factories, he said. He urged workers to develop 
Man independent organization to defend their interes:s," and to challenge the monopoly of the 

Communist Party in the factories. The deputy cxplained that housing was linked to tenure in 

the factory and that if a worker pressed an unpalatable demand upon the factory manager he 
risked expulsion not only from his place of work, but also from his apartment, and perhaps even 
from the town. 

Exactly what constitutes or defines municipal property has been a critical concern of all 
the local soviets. The ownership of property remains a source of tense disputes between raion 

and city soviets, as both are uncertain about the manner in which property will be divided among 
the various tiers of government. A decree on the privatization of housing has been passed ty 
some soviets, but it cannot be implemented until questions of property ownership are resolved. 
One frequently asked question: "How can we privatize housing without it leading to speculation 
and benefits for black marketeers?" At another level, no distinction had yet been made in 1990 
between the properties tha: belong to the state and those owned by the Communist Party. 
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viii. The restructuringof local goverument in Moscow and St. Petersburg 

The old system of local soviets was clearly onerous, inefficient and subservient to the 
Communist Party. The Party in Moscow and St. Petersburg was trying to hold on to its 
properties and preparing, if the democrats faltered, to take over the city governments once again. 
Cognizant of these threats, the democratic leadership struggled in 1990 and 1991 to address the 
restructuring of the soviets. Mayors Sobcha2c and Popov and Deputy Mayor Stankevich (who
has since left the city government to become a state counsellor to President Yeltsin) proposed 
stronger executive powers for the mayor as one response to the crisis of political inefficacy in 
the municipalities. These maneuvers are vicved skeptically by many reformers who equate
democracy with a virtually complete decentralization of power, and by those deputies who 
express concern that greater power in the hands of the mayor is the first step down the slippery
slope to authoritarianism. Still, the abolition of the municipal soviets was placed on the political
agenda in 1990 and 1991, as was the abolition of the raion soviets and the direct election of a 
mayor with real decision-making powers. (See Appendix IV.) 

On June 12, 1991, after considerable debate in the city soviets, the mayors of Moscow 
and St. Petersburg were elected for the first time by direct vote. (Prior to this historic election, 
the "mayor" was an appointed official who functioned as the chairman of the city soviet). In 
Moscow, Chairman of the City Soviet Gavriil Popov was elected to the post of mayor. Shortly
after his election, Popov issued a regulation that presented a new administrative structure for the 
m,'nicipal government dividing the city into five sections and providing the mayor with increased 
powers. Although this move was met with opposition by many members of the Mossoviet, these 
powers were confirmed by a decree of President Ycltsin in late August 1991. In early January
1992, Yeltsin granted Popov furthLr powers that allowed the mayor to reorganize the city
administration, selec, administrative heads, assume city property, control the city budget, set 
taxes on property and ceilings on food prices, and distribute confiscated property. 

The reorganization of the Moscow administration has been a source of continual conflict 
between the mayor's of, :L and the Mossoviet. In essence, the mayor divided the administration 
into five sections: the Department of the Mayor, the Moscow city government, a municipal 
duma, a municipal assembly, and the Mossoviet. In addition, Mayor Popov established new 
administrltive-territorial units to replace the city's raion soviets. 

The newly created Department of the Mayor was physically relocated to new offices 
away from the Mossoviet. A director general leids the Department, which includes four 
principal committees. In addition, a control committee has been created with the responsibility 
of auditing and implementing the mayor's decisions. 

In an attempt to appcase the old ispolkom, more than 70 percent of the membership of 
the "new" Moscow city government, comprised old ispolkorn members. The city government 
was placed under the leadership of Vice Mayor Yuri Ltizhkov, the former ispolkom chairman. 
In a dispute with the Luzhkov government in early January, however, Popov gave his vice 
mayor two weel..; to reduce the staff and present a new cabinet. The new 24-member
"government of economic reforms" realized few personnel changes, but was reorganized into 
five departments or ministries, which are devoted to economic reform, social welfare, the city 
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economy, long-term development, and territorial administration. The appointed ministers answer 
directly to Vice Mayor Luzhkov, who was given the additional title of Moscow Prime Minister. 

Perhaps the most controversial of Mayor Popov's initiatives was the territorial 
restructuring of the city's regional units. As of October 26, 1991, the executive committees of 
the 33 ralon soviets were abolished, and authority was transferred to 10 "prefectures" headed 
by appointed prefects. These prefects comprise the territorial administration ministry of the 
Moscow city government, although they are responsible only to the mayor. Within each 
prefecture, certain clusters of citizens or neighborhoods were designated "superprefectures." 
Directly subordinate to the 10 prefectures mentioned above, these 125 superprefectures control 
local privatization and other issues. The restructuring is intended to clarify the separation 
between executive ad representational authorities. Executive bodies are now able to make 
decisions without surveillance from the soviet, and local deputies have the opportunity to 
concentrate on the fundamental problem. of the city. 

According to an aide to the mayor, abolishing the raion ispolkom in October 1991 helped 
officially to significantly reduce the power of the Communi.t Party bureaucracy, long entrenched 
in those organizations, a process which had begun following Popov's election in June 1991. 
During the coup, says the aide, "we were able to issue commands through the new structures 
we had established. Prior to our reorganization, the Communist Party had very good 
communication networks throughout the ralons. Since the time of the putsch, however, the 
channels of communication stretch from the mayor's office to the new structures." 

The municipal duma, headed by the mayor, is designed to be a small council of senior 
administrators including the deputy mayor, the prefects, and their deputies; the head city 
comptroller; the coordinator of law enforcement; representatives of the Russian Federation's 
presidency; representatives of the Moscow military district, and others. Its main task is to 
coordinate the city administrative bodies with the republic-level authorities. Although the 
Mossoviet originally was to have the ability only to approve the members of the duma, the 
members of the duma were in fact selected by the Mossoviet. This has allowed the Mossoviet 
greater leverage in power struggleS with the mayor's office. 

Mayor Popov also heads the municipal assembly, which is responsible for the 
coordination of political and social problems and serves P the mayor's advisory body. 
Participating in the assembly are representatives of the largest political panics, religious leaders, 
and representatives of various private, creative, and scientific organizations. As one of Popov's 
aides said: "The mayor needs this body to be aware of public opinion and to maintain a liaison 
with the people of these communities." 

Meanwhile the Mossoviet reserves to itself decisions on questions pertaining to the 
municipal duma, the election to and discharge from the positions of the chairman and deputy 
chairman of the soviet, the formation and abolition of commissions, the adoption and changes 
in provisions of self-rule, protection of the rights of deputies, confirmations of managers of local 
administrative bodies, and the approal of plans and programs for the city and budget 
development. 
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In what some believe are his ambitions to gain more power, Popov has asserted the need 
to reduce the Mossovie!t from more than 400 deputies to approximately 50. After considerable 
political infighting, 95 deputies were elected by the council deputies to a "Small Soviet" in mid-
January. According to the plan, the "Large Soviet" will retain responsibility for approving the 
budget as well as developmental plans during their twice-yearly sessions. The Small Soviet will 
focus on the daily governance of Moscow. 

Struggles between the mayor's office and the Mossoviet climaxed on December 19, 1991,
when the mayor announced plans for his resignation. In his "farewell" news conference, Popov 
declared that he would resign by the end of the year. He contended that the Mossoviet was 
interfering in the functions of the executive. "Why should the will of the deputies be put above 
the will of the Muscovites who elected the mayor?" he asked. He also maintained that the 
Russian Federation's Supreme Soviet's Law on Local Self Government was an imposition upon
the city of Moscow. The clash between his views and those of the Russian Federation's 
government came to a head over the issue of privatization, as the mayor believes that Moscow 
is ready to undergo radical and swift privatization. His decision to remain in the mayor', post 
was contingent on the Russian Federation granting a special status for Moscow and greater 
autonomy to implement fast-paced reforms through the suspension of Mossoviet activities. 

This conflict between the mayor's administration and the Mossoviet continues. The 
mayor asserts that his June 1991 election to the post of mayor is more legitimate than the 
Mossoviet deputy elections, in which a large percentage of seats were reserved for Communist 
Party representatives and representatives chosen from industries. Some Mossoviet deputies,
meanwN:e, are concerned that former communists, now calling themselves democrats and 
holding positions in Popov's government, are regaining power. This fear is exacerbated by the 
Moscow city government's seizure of city property, formerly owned by the Communist Party.
Many believe that control over these properties grants the mayor too much power over its 
privatization. For the time being, however, the Mossoviet deputies believe that it is in their best 
interest net to confront the mayor but rather to work through the legal framework of the city 
soviet. 

Restructuring is taking place at other levels of local government, as well. On December 
5, 1991 the Russian Federation's legislature passed a law "On Certain Questions Pertaining to 
Legal Regulation of the Activity of Krai and Oblast Soviets" aimed at improving the conditions 
for organizing the work of these soviets by having them elect a small soviet from among their 
members. This small soviet would consist of not more than one-fifth of the number of the 
deputies of the soviet. In between sessions of the krai or oblast soviet, the small so-,iet assumes 
most of its powers. 

As the president's representative in Moscow and the Moscow Oblast, Popov formed a 
working group that is attempting to combine the city and its oblast into a capital district. This 
move has sparked renewed resistance from the more conservative membership of the Moscow 
Oblast Soviet. 

In St. Petersburg, Mayor Sobchak has not yet radically restructured the municipal 
government, but he has recently approved a new temporary administrative structure. The 
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administrative structure will now include the St. Petersburg State Fund, City Properties 
Committee, the Committee for the Administration of the St. Petersburg Free Enterprise Zone, 
and the Committee for the Prevention of Extraordinary Situations and the Protection of the 
Population. 

Relations between Sobchak and the city soviet, as in Moscow, have become tense over 
the issue of executive-legislative powers. Sobchak, like Popov, has proposed a severe reduction 
in the size of the St. Petersburg City Soviet -- from approximately 375 members to a more 
manageable 40. fie has sought a municipal government of approximately 40 deputies and 30 
administrative heads, each of whom he would personally approve. The deputies, ;o counter 
Sobchak's growing authority, are seeking to pass a law that would guarantee the supremacy of 
the soviet's decisions over those of Sobchak and greater control over taxes, the budget, and 
prices -- to prevent Sobchak from becoming a "democratic dictator." Sobchak, however, like 
Popov, considers himself to have been more recently and fairly elected, aid thus a more 
legitimate governor. In early December 1991 he, too, threatened to resign if the new "Law on 
the Status of St. Petersburg" were to contain a passage requiring city soviet approval of officials 
in the executive branch. Sobchak has been supported thus far, however, by Alexander Belyaev, 
chairman of the St. Petersburg City Soviet, who has stated that the soviet has no intentions of 
usurping the power of the mayor. Rather, deputies should retain the power to correct certain 
decisions, such as the price structure for housing cooperatives. 

Most recently, a group of deputies led by Marina Salye and Andrei Boltianskii has been 
seeking Sobchak's removal as mayor. The group has called for the mayor's resignation and filed 
a claim with President Yeltsin and the Constitutional Court of the Russian Federation that 
Sobchak has overstepped his constitutional authority through actions such as the creation of 
unauthorized executive structures. 

Currently, at every level of government, leading reformers are arguing for the 
strengthening of the executive powers, which some city deputies and national parliamentarians 
believe comes at the expense of parliamentary authority. In a speech in Moscow, Sergei 
Stankevich argued that a lack of understanding existed among Russians about the country's 
current stage of development. Ideas about the separation of powers, he said, are being taken 
from Western textbooks and applied absurdly. For example, he said, "there is total 
parliamentarianism at the local level.., the idea of checks and balances is being too dogmatically 
absorbed."
 

For a more detailed examination of the history of local government structures in the 
former Soviet Union, please see Appendix V. 

C. Conclusion 

For two years, the first freely elected deputies to local governments in the former Soviet 
Union have experimented with different institutional structures, discussed innovative solutions 
to a wide variety of problems, and gained experience. The need to establish democratic local 
government in the successor states, however, has reached a critical stage. Faced with a shortage 
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of funds, growing public unrest, and intensified struggles between higher and lower levels of 
government, the time has come for local governments to put their words into deeds. 

At every level, the struggle between executive and legislative authorities has also become 
increasingly tense. If neglected, this strugg!e, along with the decentralization of power that is 
emerging unaccompanied by the professionalization of the iocal authorities, could worsen the 
prospects for an effective transition to a new political and economic system in the former Soviet 
Union. Thus, the need to coordinate and disseminate information and training on democratic 
development to local authorities across this vast land mass remains urgent. Western 
organizations can play a key role in strengthening new institutions, such as local elected 
authofities and emerging municipal leagues. 
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V. 	 TRAINING SEMINARS AND RELATED PROJECTS 

A. 	 Moscow: December 1990 Seminar and Workshops 
(See Appendices VI A-C.) 

I. Opening Remarks: Walter F. Mondale, December 7, 1990 

As chairman of the National Democratic Institute, I am pleased to welcome you to this 
conference on democratic government. 

The participants at this conference, whether from the republics of the Soviet Union, the 
naions of Europe, or from the United States, are the front line leaders of democracy. An 
elected or appointed city official is often the citizens' most visible and meaningful agent of 
democracy. If we fail to make local government work well - to serve the people's interest 
we may soon be out of office. But if our work succeeds, we will enhance confidence in 
democracy itself. 

Here your challenge is not only to perform the functions normally associated with city 
management, but also to undertake a major reform of a governmental system that has sought to 
influence every facet of human life -- including the political thoughts of its citizens. Your 
experiment of reform should not be permitted to fail. We hope we can be of some help. Your 
challenge is the challenge of people all over the world who cherish democracy. 

The National Democratic Institute has wide experience in providing assistance to those 
who are committed to promoting, maintaining, and strengthening the democratic process. We 
have provided technical expertise to politicians in more than 30 countries. This weekend, 
through the sharing of experiences, we hope to contribute to your search for practical solutions 
and we hope to learn much from you. The conference we have organized is very similar to your 
everyday work as city managers. It is about choices. Of course, democracy itself is about 
choices. 

Democracy is about the relationship of one governmental jurisdiction to that of another. 
Democracy is about engaging citizens in a meaningful way in the governance of their city, state, 
and nation. Democracy is about deciding the extent to which a government intervenes in the 
marketplace. And, most importantly, democracy is about making government work in the 
interests of the people. 

In the past, the Soviet Union has emphasized central control. It has not worked. The 
political system did not take into account human nature. Human beings, after they have satisfied 
their basic needs, yearn to be free. 

Thomas Jefferson wrote, in our Declaration of Independence, that the inalienable rights 
of individuals were "self-evident." Those who have ignored this truth have created systems built 
on a myth. The consequences of the futile myth of communism is evident in your streets today. 
Don't allow the old guard to blame you for the system you inherited. 
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Decentralization is one face of democracy. Civil liberties -- the freedom of thought and 
expression - are another. And when a new society struggles to free itself from the clutches of 
the old order, there is always disorder. Yet, for democratic government to function effectively
and serve the needs of modem communities, good management, political compromise, and the 
confidence of the public are crucial. 

These are clearly times of extraordinary hardship for you. But, democratic governments 
are not for the good times only -- they must also cope with emergencies. There is a dangerous
myth which becomes popular in difficult times -- that authoritarian rulers can better address 
economic crises. History has shown that this is not so. A democracy can add.ress such 
problems with equal intelligence and far greater legitimacy and representation. To address 
emergencies we do not need an authoritarian government but a government which has authority.
As you face your current emergency, you need a united, elected government at every level, a 
government that has the people's mandate. 

Democracy is the best servant of the truth and alone ,mong competinU political systems 
it assures an honest history for her people. 

I hope in the coming days that we will rediscover these axioms through the sharing of 
ideas and experiences. Those of us who have come here from other lands already sense that you 
-- and we by extension - are living history at this very moment. 

ii. Seminar Proceedings 

From December 7-10, 1990, NDI sponsored its first training seminar entitled 
"Democratic Governance and City Politics." Held in Moscow, the seminar was attended by
approximately 65 Mayors and city deputies from 30 cities in the Russian Federation as well as 
delegates from Ukraine. The Mossoviet, the Russian Federation's Parliamentary Committee on 
the Work of Soviets and the Development of Self-Government, chaired by Nikolai Travkin, and 
INDEM, a Moscow-based political-research institute, served as co-sponsors NDI Chairman 
Walter F. Mondale led the international delegation, which included 13 elected officials and 
municipal experts from the United States, Great Britain, the Netherlands, Germany, Poland and 
Sweden. The U.S. delegation was bipartisan. 

The seminar format was designed to be interactive rather that didactic, with an emphasis
placed on the communication and exchange of views rather than on individual presentations. 
Each local participant rotated through five workshops that examined specific issues of municipal 
government: 1)city government structures; 2) powers and responsibilities of local government;
3) privatization and city financ,; 4) regulatory issues; and 5) citizen participation. Two or three 
international participants led each workshop. Each group selected a rapporteur who presented 
the findings of the group at the closing plenary session. 

The December 1990 seminar was designed to provide a basis for answering questions 
on the powers, responsibilities, and functions of democratic local governments. The seminai 
sought to increase the knowledge of deputies regarding local politics and management and 
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promote a rational dialogue concerning the sharing of responsibilities among raion, city, oblast, 
republic, and union governments, and between executive and legislative authorities. 

During the opening session of the seminar, the delegates focused on the question of the 
city governments' lack of real governing authority. The city soviet deputies complained about 
their subordination to central government ministries and their lack of access to funds and to 
effective management capabilities. A maze of conflicts surrounded local government authorities: 
serious tensions existed between the Communist Party officials and city soviets in handling local 
affairs, between the city soviet deputies and the soviets' executive bodies, between city 
governments and the raions within cities, between city soviets and oblast soviets, and sometimes 
between the city soviets and the republic legislatures. 

The city deputies from St. Petersburg and from the city of Novgorod stated that their 
main problem was defining the relationship between city and raion soviets. Some raions in St. 
Petersburg and Moscow, for example, were treating themselves as independent economic units. 
The Novgorod deputies also broached the idea of forming a league of city soviets from the 
Northwest Russian Federation. One Moscow deputy e:nphasized the conflict between the new 
and the old political structures and underscored the fact that the city owned no municipal 
property. 

Conflict is endemic, too, between the communist and democratic-reform factions within 
local soviets. As one Muscovite put it, in some city soviets only 10 percent of the deputies were 
communists, but they blocked the work of the other 90 percent. Some deputies expressed 
particular frustration with Communist Party bodies that were reluctant to relinquish power over 
the most basic functions of city government, such as energy boards, water supply, and local 
transportation. 

City leaders want to do more than simply lend a sympathetic ear to the problems of 
constituents. One participant described his dilemma by proclaiming that "being a good fellow 
is not a profession. A sense of professionalism, he said, is what deputies are sorely lacking. 

The panelists presented varying views on the current political and economic problems of 
their cities and their country. Stankevich highlighted the particular problems of Moscow, 
thereby providing a perspective on the enormity of the task faced by the newly elected city 
deputies. Stankevich explained that Moscow has immediate crises that must be addressed, 
including an acute shortage of food and consumer goods resulting from a combination of adverse 
political and economic factors. The average age of a Muscovite, he said, is 50 years, and of 
the city's 8 million permanent residents, 2 million are retirees. This creates an immense need 
for social-welfare programs. 

Stankevich spoke at the opening plenary session and cited three important concerns that 
need immediate redress: 1) the financial crisis, which, he said, would be resolved only through 
a favorable conclusion of the dialogue between the union and the republics over taxation -
allowing the republics the right of taxation -- and through new methods to establish reliable 
budget estimates; 2) the crisis of the consumer market, which could be ameliorated by 
encouraging private entrepreneurship; and 3) the crisis of the municipal economy, which requires 
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the development and implementation of a privatization strategy as well as a blueprint for city
development. Whatever a city cannot make effective, said Stankevich, should be privatized. 

St. Petersburg's Mayor Sobchak spoke at the final session and presented the argument
for political and economic efficiency during this period of transition. He argued that a transition 
to a market-based economy was essential to effect a genuine political transformation. Every
citizen, he said, must become an "owner," stressing the importance of privatization in order to 
create a social base for democracy. Only as owners, he said, will all citizens have a stake in 
democracy. 

Sobchak cited the current system of soviets as unworkable. Deputies constantly
interfered in the work of the executive; decision making by the democratic majority had become 
impossible; there was a failure to share responsibilities and implement decisions; and cornuption 
was growing. The mayor recommended strengthening the executive arm of city government and 
establishing a workable machinery for decision making. He suggested abolishing raion soviets 
as legislative bodies and replacing them with executives responsible to the city soviet. The main 
concern, he said, should be to permit technical and professional appointees to carry out policy
decisions efficiently, and to do so in an environment in which the executive remains accountable 
to the elected deputies. 

In the workshops the newly elected deputies asked many questions: How do Western 
cities raise taxes? How can we privatize? Why cannot citizens pay all their taxes to acity and 
let the city forward monies to the central government? Should city deputies be permitted to 
participate in commercial activities? How should power be divided between city executives and 
legislatures? Should cities own land? How can cities influence or control businesses locaied in 
their jurisdictions? How can city deputies effectively address the problems of their constituents? 

NDI sought to ascertain the level of expertise of local deputies and determine areas of 
local government reform that should be the subject of follow-on, specialized seminars. As will 
be evident in the following descriptions, which are largely based on the reports of the 
international participants, some questions arose more frequently than others. These questions
demonstrated both the particular, pressing concerns of the moment as well as broader dilemmas 
faced by local leaders due to the chaotic political transition to a less-centralized system of 
government. Many of the questions raised about local government in democratic societies were 
extremely basic, often leading the panelists to address the most rudimentary aspects of local 
government. 

Evident throughout the workshops was the vicious political cycle in which the newly
elected deputies found themselves: unless the Communist Party relinquishes control over the 
levers of power, unless political reform proceeds at the union and republic levels, that is, until 
the larger struggle for power is resolved, their efforts to implement policies at the local level 
are likely to be either subverted or ineffectual. 

a. Workshop 1: Structures of Local Government 
Panelists: Baroness Patricia Hollis, Member, British House of Lords, Labour Party expert on 
local government; George Latimer, former Mayor, St. Paul, Minnesota, former President, 
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National League of Cities; and Senator Jerzy Regulski, Undersec-etary of State for Local 
Government Reform, Warsaw, Poland. 

In discussing various models of local government, the panelists and the participants 
sought to link the organization of a local government to its relationship with regional and 
national governing structure.. The Western structures discussed by the experts included the 
strong mayor, weak mayor, city manager, and soviet-manager forms of government; committee 
versus cabinet forms of government; the separation of the executive from legislative authority; 
and modes of election -- by simple majority or proportionality, directly or indirectly -- and their 
effect on local government. 

The workshop leaders described how the functions of local and national government are 
divided in their respective countries and emphasized that healthy competition between local and 
national structures is normal in democratic systems. They suggested that in creating local 
governments each community should choose a structure that suits its particular needs and values. 
Three sets of issues, they said, must be addressed before any new structure can be devised: 

1) Geography -- Local government should comprise geographic units that reflect the 
community and are not so large that the government loses its representative quality. For 
example, a single-tier government may be appropriate in a large urban area; in sparsely 
populated regions, however, a government consisting of two tiers (regional/local) may be 
preferable. 

2) Internal Structure - It should be determined whether the office of mayor will serve 
as executive head of the soviet or whether it will also encompass the responsibilities of city 
manager. 

3) Resources - A budget for staff, social funds, and property should be established at 
the outset that stipulates how much will be raised at the local level and how much the national 
government will contribute. 

The discussion concerning the function of local governments raised issues concerning 
some of the fundamental challenges of political development in the former Soviet Union today. 
Formerly, the local soviets functioned as part of the administrative network of the Communist 
Party, carrying out the policies dictated by the Party's central command. In 1991, as the Party 
continued to fragment, this network disintegrated into a diffuse collection of mini-governments, 
with each, even the smallest rural district, claiming complete authority. Since the communist 
system provided no neutral arbiters, the product of this tiansition was endemic conflict. The 
obvious confusion that results was best characterized by one participant from St. Petersburg, 
who inquired about which laws he should obey: those of the city, those of the republic, or those 
of the union. 

Subsequent discussion centered on different aspects of multiparty representational 
structures and issues of conflict resolution. The workshop leaders presented the advantages and 
disadvantages of proportional and majoritarian systems. It became apparent that the city soviets 
lack a clear separation between the legislative and executive branches, or a systrm of 
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accountability. Thus, the St. Petersburg City Soviet, for example, features both a presidium of 
the legislature and an executive soviet. One participant asked whether a mechanism existed that 
could easure a fair consideration of the views of all the political groups represented in the local 
soviet, so that the group that happens to be in power does not dictate to all the others. The 
panelists responded by describing a standard committee system, including an executive 
committee headed by the mayor. Such a system would involve all parties in the development 
of policy and provide a forum for resolving political conflicts. 

The panel noted that at the time no viable party system had emerged to replace the 
decrepit Communist Party apparatus. Hamlet's ghost, as one expert phrased it, was the term
"political party.' Years of Communist Party rule produced an environment of anti-partyism that 
one panelist believes is retarding the development of organizations that could facilitate the work 
of the city soviets. A proliferation of single-cause groups present an obstacle to reaching 
consensus. Political parties arc an important component to achieving an efficiently functioning
local government, one expert concluded, since parties link questions of representation and 
accountability with the effective and efficient delivery of services. 

b. Workshop 2: Local Government as Manager 
Panelists: Joseph Riley, Mayor of Charleston, South Carolina, former President, U.S. 
Conference of Mayors: and Klaus Yon Dohnanyi, former Governor, Hamburg, Germany. 

The workshop addressed three main issues: the efficient organization of local 
government, relationships between executive and legislative authorities, and the division of 
powers between city and district soviets. 

Currently, the sheer size of the city soviets presents a major obstacle to the policy-making 
process. The size of the Moscow and St. Petersburg city soviets are approximately 500 and 400 
deputies, respectively. Moscow comprises 33 raion soviets, each with between 100 and 150 
deputies, while St. Petersburg has 2,500 raion soviet deputies. By contrast, the largest U.S. city
councils number between 30 and 40 members. While a reduction in the size of the soviets 
should be considered an important long-term goal, both experts explained that for the time being
the deputies would have to learn to work more effectively within the existing structures. 

Dohnanyi and Riley discus,.!d the differences between two types of mayoralties. In one,
the mayor functions as the chief legislator and is elcted by the soviet to head an executive 
committee composed of other deputies. The alternative is a presidential system, in which the 
mayor acts as a city manager directly elected to his post by the voters. 

The latter type generally results in stronger mayoralties. In either case, the soviet needs 
to create a cadre of professional civil servants who administer policy. Mayor Riley explained
that in the U.S. these officials are career administrators trained for the specific purpose of 
executing directives issued by the mayor. They should not be appointed or evaluated on the 
basis of their political views but solely on their professional merits. He also discussed the role 
and ethics of U.S. mayors and emphasized the importance of an independent judiciary in making 
a democratic system function. 
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The city budget, the key document for regulating the affairs of the city, was singled out 
as the greatest source of debate and conflict between the mayor and the other members of the 
city soviet. The workshop leaders described the process by which a budget is first introduced 
by the mayor, amended and approved by the soviet, mnd finally implemented once again by the 
mayor. The discussion of city finances touched on the raising of revenues through taxation, 
determining salaries for deputies, and the management and privatization of enterprises uwned 
by the city. 

Several tools were suggested to ensure the efficient management of city soviets. The 
essential point underscoree by the panelists was that efficient democratic government requires 
order and rules. For instance, regular meetings should follow pre-determined rules of 
procedure, and debates -- which have become unending and a source of great frustration in the 
city soviets -- should be limited by bringing motions to a vote: once all points of view have been 
represented. The soviets should establish the quorum necessary for a vote as well as a higher 
quorum required to overturn a previous decision. Finally, the soviets should set an agenda 
before each legislative session. 

Local participants repeatedly asked questions relating to the divisions of governmental 
responsibility at the local level. Dohnanyi ,xplained that during a revolutionary period, when 
the natural tendency is to trust small units, extreme decentralization of government makes city 
management impossible. Smaller districts should find a method of cooperating and petitioning 
the city soviet, but should not be given powers such as taxation. Once a city soviet abdicates 
these powers during a revolutionary phase, it is not likely to get them back. 

c. Workshop 3: Economic Problems of Local Government 
Panetists: Padma Desai, Professor of Economics, Columbia University, and Peter Young, 
privatization consultant, United Kingdom (where the Conservative government has conducted 
the democratic world's most extensive program of privatization). 

The discussion in this workshop centered on the issues of the economic role of city 
administrations, the manner in which they c.m raise resources, and the ways in which they can 
privatize their economy. Opening the session, the workshop leaders provided an overview of 
the economic role of city administrations in the West and delineated the lessons that can help 
to guide city administrators in the Soviet Union. The presentations discussed the alternative 
roles played by the public and private sectors in managing a city's affairs. 

In the discussion that followed, the participants were mainly concerned with eliminating 
the central government's involvement in the economic life of the cities. There was a persistent 
search for financial self-sufficiency for the cities. Both experts stressed, however, that it was 
not a sound idea for cities to own everything. Complaints were expressed with regard to the 
union government's management of prices, exchange rates and taxation. At the time, the union 
government raised all taxes and returned a fraction of its revenues to the cities for financing a 
limited number of activities, such as education and health services. Participants asked why this 
process could not be reversed, with the cities raising all taxes and pas-ing on a fraction to the 
republic and another portion to the national government. 
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Acknowledging the cities' frustraions and proposing some locl solutions to their 
problems, the experts also discussed the macroeconomic role played by a national government
in managing an economy. T;'ey pointed out that the national government cannot be the residual 
claimant of tax revenues and fereign exchange, that U.S. cities are not autonomous, nor are they
f'mancial actors, and that the more cities try to provide, the more revenues they will require. 

Privatization was extensively discussed, although there appeared to be some confusion 
as to its meaning and effects. Some local participants thought privatization meant the ownership
of virtually everything by private individuals while some others thought it simply meant the 
transfer of ownership of businesses and property from the union to the local government, i.e.,
the pcrpetuation of public ownership with local officials in control. 

The experts identified some of the .irrent problems with institutionalizing privatization
policies, many of which stem from trying to privatize a command economy in parts, without any
comprehensive move toward a free market: 1) the inability to clarify who owns what, or which 
level of government has responsibility for which type of property; 2) the fear that the "mafia" 
will try to purchase everything that is put on sale; 3) the low purchasing power of the bulk of 
the population; 4) the difficulty of privatizing small enterprises when prices remain controlled 
by the state; 5) the problem of guaranteeing supplies of vital goods if a particular enterprise is 
privatized and there is no alternative supply in the vicinity; 6) technical difficulties, including
the lack of knowledge or experience in organizing p.ivatization; 7) the complexity of privatizing
large, integrated organizations; and 8) welfare considerations. In discussions about the sale of 
housing stock, the concern with welfare considerations was overwhelming. 

The discussion indicated that, if given free rein, city deputies would merelysome 
replicate, on a local level, the central nodel of public ownership. toCity deputies appeared
envision a large economic and financial role for themselves, owning factories, operating a large
variety of services, and raising resources for the rurpose without depending upon the national 
government. The workshop leaders argued that city governments should seek a more limited 
role in the economic life of their citizens, concentratin- instead on providing essential services 
and on privatizing certain stock and services. 

d. Workshop 4: Regulatory Issues of Local Government 
Panelists: Glenn Cowan, former Mayor, Lambertville, New Jersey; Norm King, former City
Manager, Palm Springs, California, City Manager, Moreno Valley, California; and Lennart 
Rydberg, City Commissioner, Stockholm, Sweden. 

The discussion centered on the functions and types of city regulations, the powers and 
jurisdiction of the city government, the role of the executive, and regulatory costs and standards. 

Workshop discussions covered a variety of regulations governing city services, use of 
resources, individuals, and city planning itself. The leaders stressed the need for specific
regulatory services concerning building, land use, toxic materials, public health, police, and 
environmental pollutants. The deputies asked many specific questions about the setting of 
standards. Questions were also asked regarding the role of local police forces, how they are 
supervised and their relationship to the city soviet. The deputies were interested to learn that 
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the enforcement of criminal statutes is almost exclusively the domain of the local police. 
Concerns were also raised by deputies about the potential for elected officials to abuse their 
power. In response, workshop leaders advoca'ed the development and inplementation of a code 
of ethics, an idea that was very well-received by the deputies. 

The panel stressed that, as local governments acquire more governing power, it does not 
mean that the national government relinquishes its control over such areas as protecting public 
health or n developing planning and economic regulations. Local authorities should ,naintain 
a healthy dialogue with national authorities in order to develop a consensus among the different 
levei. of gove.nment. The panel also poinzed out that local regulation and inspection were used 
not only to enforce local laws, but to enforce simultaneously laws of the state and the nation, 
especially in the areas of criminal, public health, and building codes. Regulate, advised one 
panelist, but do not dominate. 

The issue most frequently raised in this workshop concerned the roles of and relationship 
between local government's legislative, or policy-making function, and its executive, or 
implementation function. In the former Soviet Union there has been no tradition of executive 
subordination to local decision makers because historically local decision makers possessed few 
powers. Today. executiv. authorities are sometimes viewed as impeding the will of the newly 
elected deputies. Many of the questions raised regarding the development, adoption and 
administration of the budget, for example, centered, once again, on the relationship between 
executive and legislative authorities. 

Although believing thai regulation is necessary, the city soviet deputies were concerned 
with the costs associated with such a system. The panel pointed out that many U.S. cities 
charge fees to support regulatory activities rather than use tax funds. 

Other issues discussed included franchises and contracts for the private provision of 
services, bidding, and contract administration, pollution control, setting standards for public 
service, public hearings, appeals processes, the role of the press in exposing improper practices, 
penalties, complaint systems, pornography control, taxi regulations, and the establishment of 
staff levels in city soviets. 

e. Workshop 5: Citizen Participation 
Panelists: Ann Branston, Deputy Chief Administrative Officer, San Francisco; Jules Maaten, 
City Deputy, Amstelveen, Netherlands; and Ronnie Eldridge, Member, New York City Council 

During this session, the international panelists and participants discovered that they shared 
certain frustrations regarding citizen participation in municipal affairs. The specific topics 
covered by the workshop included constituent relations/services (e.g., responding to constituent 
requests for help in finding an aparnnt); advisory committees and public hearings; informing 
constituents of legislative activities and issu,-s; direct democracy (e.g., recalls, initiatives, and 
referenda); the role of political parties, and relations with the media. 
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On the subject of constituent relations, the panel sought to distinguish between adeputy's 
appropriate" interventions on behalf of constituents - such as helping constituents gain accessto government services and ensuring that they receive a fair 	hearing -- and "inappropriate"

interventions, such as trying to obtain special favors for constituents that are not universally
available. Local participants were intrigued to discover that many elected officials in Europe
and the United States dedicatc certai.i staff to respond exclusively to constituent requests. 

A number of the participants indicated some familiarity with the of advisoryuse 
committees. In response to questions, the international panel tried to clarify the difference
between voluntary advisory committees composed of citizens and experts who provide input on 
predominantly political issues, and paid expert consultants, who furnish advice on technical
issues. The panel also pointed out that citizen participation through advisory committees and/or
public hearings is occasionally a legal requirement. 

The role of parties at the local government level was clearly a topic of some interest to
the local participants, since many of their most prominent reformers had already abandoned the 
Communist Party and refused to join another party. The participants seemed surprised that the
international experts were not in agreement on this issue. Instead, the panel's experience
represented the gamut of options, from the Netherlands, where parties play avery important role
in local government; to New York City, where candidates run on a party ticket but otherwise 
do not emphasize their political affiliation; to other states, where local elections are 
predominantly nonpaitisan. 

With regard to informing constituents about legislative activities and issues, the panelists
presented several standard methods, such as holding community meetings and circulating
newsletters. Occasionally, this discussion evolved into abroader debate on how to counter voter 
apathy. The panelists conceded that this is a growing problem in the West as well, for which 
there is no easy answer. 

When questioned, the workshop leaders expressed reservations about direct-democracy
practices, such as recalling deputies, citizen initiatives, or public referendum. They contended 
that recalls coLtizj be abused by a small minority with strongly held views on a particular issue
and could disrupt the continuity of the political process. The panel emphasized that elected 
officials should be judged over a long period of time, rather than on the basis of one 
controversial issue. Tnere was also general agreement among the panelists that referenda are 
best used in situations where voters are asked to decide "yes" or "no" on a clear-cut question
(e.g., capital punishment, nuclear power plants). Legislative bodies, rather than the entire 
electorate, should address complex legislation where compromise is likely to be the appropriate 
outcome. 

B. 	 Moscow and St. Petersburg: May 1991 Seminar and Workshops 
(See Appendices VII A-E) 
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i. Opening Remarks: Sergei Stankevich (Moscow), May 12, 1991 

Dear participants of the conference, ladies and gentlemen. The problem all of us are 
encountering every day can be designated the "crisis of cities." The crisis of cities has faded 
into the background of the wide-reaching and general crisis in our country. The crisis of cities 
is practically never written about or discussed. This conference, however, will address many 
of the pertinent questions relating to the deepening crisis of our cities. It will suggest methods 
to overcome this crisis. I hope that together we will be able to submit this question to the 
session of our city soviets. 

From my point of view, the crisis of cities is a general crisis, composed of five main 
elements. The most obvious, and most socially explosive, is the crisis of the consumer market. 
The second element is the gradually sharpening crisis of industry concentrated in our cities. 
This crisis is still in a formative stage, but it has already begun to halt production and to slow 
the import of raw materials. In the coming months this pr( ;ressive halt of a major component 
of city industry will become one of the most difficult factors in the crisis of cities. 

The third element is the crisis on the streets of our major cities. Besides the general 
disorganization of administrative bodies, it is important to note that the major city facilities and 
buildings were built 10-15 years ago. They were based on plans from the 1930s. Now, 
intensive wear is taking place on our engineering facilities and housing units. Moscow's 
facilities, built in the 1930s, are actively decaying. The same can be said about a major part 
of the housing built during the so-called Khrushchev housing period. All of this genuinely 
worries us in Moscow. In fact, this problem is felt sharply in all the cities known to me. 

The fourth element is the crisis of city finances. This theme will be discussed in detail 
at our conference. The fifth element is the crisis of city management. We Jiscussed this topic 
at our first conference in December 1990. Therefore, I will note only that it is manifested in 
the inability of city managers to respond to the previous crises I have mentioned. 

Many crises are connected with the fact that the organization of local government is 
ineffective. While at first glance, the present style of organization has the ability to solve some 
determining questions, it has no historical perspective. The transfer of power at the municipal 
level is the task of our day. 

The transition from a large and ineffective city council to municipalities took place in the 
United States at the end of the 19th century. I am guided by the hope that, by utilizing world 
experiences in the sphere of city government, we can realize the reform of local government in 
a shorter period of time. I stress that we must discuss this cross-fertilization of views at our 
conference, and I hope that the participants will arrive at serious and far-reaching conclusions. 

The financial crisis of the city is a topic of special concern at this conference. It is 
manifested in the fact that the transfer of money to the city budget has become minimal. At this 
moment the demand for a new structure of financial transfers to the municipal level has reached 
its limit. We must examine hypothetical ways to exit this crisis based on world experience 
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From my point of view, it is necessary to increase the stability of revenues from 
traditional sources. Unfortunately, in Moscow today we do not have confidence that all who 
must pay taxes to the city do pay them. This is a polite explanation of the problem. Based on 
the estimates of our experts, up to one-third of potential revenue is lost because of chronic tax 
underpayment by our citizens. We desperately need an effective tax service or system of 
effective control for the collection of revenues. 

We also need to develop new sources of revenue. Specifically, large cities thro-aghout 
the world finance their strategic programs of development as well as municipal construction 
using financial loans. I think that we will reach a point after which it will be imperative to use 
these funds. The process is a new one for us, and it is very important that we not make 
mistakes. I hope that we will have the opportunity to discuss this topic here today. 

Moscow has received many offers of assistance (for example, to float loans) from various 
potential partners, including foreign ones. We are not in a hurry to react, as we want to 
carefully prepare ourselves and to familiarize ourselves with world experiences and not to step 
onto this path blindly. I think that one of the possibilities for overcoming the municipal crisis 
is to remove excessive burdens from the city budget. Actually, many things that we need to 
finance can and should be transferred to a self-financing mechanism through the process of 
privatization. 

In my opinion, while privatization is very popular now in the city council, it runs the risk 
of turning into the next myth of political consciousness. Active enthusiasts repeat this word 
several times a day, as if by magical incantation our reality will begin to change. Yet in order 
to have effective privatization it is necessary to increase the effectiveness of the city economy. 
Only as we begin to privatize are we beginning to realize that the basic problems of moving to 
a market are connected with the absence of professional skills, and with the absence of the very
entrepreneurial spirit we actively destroycd during the last several decades. 

Privatization is not universlily applicable to cities. In world experience there are three 
types of property ownership and management. The first is state and municipal property, the 
second is private property, and the third is a combination of municipal and private property. 
This third type requires the use of city resources as well as creates the possibility of using
private capital to solve the problems of cities. This type has not received erough serious 
attention. 

Although they are strictly to direct continuation of municipal services, I think attention 
to the third type will gradually increase and I hope that this type of property management will 
find a place in the discussions at our conference. This will allow us to take one more step to 
increase the revenue from property which will remain in the possession of the city. This is one 
possible route to overcome our crisis. 

I hope that I have been able to raise some concrete issues which will be discussed at the 
conference. Thank you for your attention. Once more, I wish the participants of the confereiice 
success. 
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11. Opening Remarks: Anatoly Sobchak (St. Petersburg), May 15, 1991 

I am very pleased to welcome you to "Democratic Government and Municipal Finance." 
The fist conference of this kind, held in Moscow last December, was a great success. It 
provided us with a great deal of knowledge about the structures of political power in the USA 
and other countries. Today we will have another chance to familiarize ourselves with colleagues 
from 6 countries, giving us a chance to look more closely at the systems of municipal finance 
and the bodies o; local self-government. 

This conference has a special symbolic meaning for St. Petersburg. Today, the session 
of the St. Petersburg City Soviet will be voting, I hope, on the radical reform of local self
government. Reform of the bodies of local self-government is a neu.essa-y step in order to 
transfer the state from the Communist Party to a truly democratic government. In this sense we 
have found ourselves in a very difficult situation. We have inherited a crippled system of power 
that cannot function in a multiparty system. Jut look at tle number of deputies there arc at the 
level of local self government. Today, there are 400 epu ies in the city soviet of St. Petersburg 
and 2,500 in the district soviets. In the past, these have been insignificant people; they were 
never elected in the true way. However, they have always upheld the opinion of certain 
organizations. Tt :y always voted for everything as they were told. And this system worked 
flawlessly for a long time. 

Now, however, in many city soviets, the new deputies represent many different parties 
and opinions. It is difficult to pass even a single decision and a great deal of our efforts are 
wasted. Many contradictory positions are put forward, and we are finding it difficult to discover 
a common ground. More often than not, we cannot pass the decisions most important for the 
life of our city. We either pass decisions that are not advantageous or decisions that have no 
legal basis. And let us not forget about the parallel executive structure, and the weakness in the 
division of powers at different levels. Today we have a dead system of power combined with 
a collap.,d economic situation. That is why we have now set before ourselves the usk of 
reforming the system. If we fail, the democratic process in this country will come to a halt. 
And there are serious chances of its defeat. 

Today, we are faced with the problem of making the executive agencies at all levels more 
professional. This is an acute problem. For 73 years, we have been watching professional 
communists guide our country. In their way, these were professional people. Today, however, 
we are working with new people, who have not been previously engaged in politics. We cannot 
even call them dilettantes. These people, who have never engaged in politics, now hold critical 
positions of leadership in municipal and state governments. It is totally natural that they need 
some time to gain experience, as politics is a very serious profession. It has become very 
difficult to move ahead rapidly, given all their conflicting opinions. 

We must travel all the way along this road of reform. To do this, we must learn the 
"abc's' of politics as soon as we can. We should make good use of foreign experiences, as our 
problems are not new in the global sense. At various times, all countries have faced such 
problems. (I remember the years after World War I1when Germany, France and Italy were 
battling for democracy.) We should not think that our situation is unique. Rather, we need to 
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understand our problems and most importantly, we need to tackle them. If there are several 
different values or options proposed, then we must take the empirical route. 

At this stage, any decision may be better than indecision. We are witnessing conflicts 
on the economic, social, ethnic, and national sphere, conflicts that are leading to real human 
tragedies. Mos.ow and St. Petersburg, as well as other towns and cities with democratic self
government, are characterized mostly by their inability to pass decisions. Political tensions are 
running high. People are trying to establish themselves or their parties or groups by attempting 
to solve every problem. These people forget the importance of the professional development 
of leadership. 

Leaders must understand priorities: what is most important and what is of secondary 
importance. If you look at the agenda of this conference you will find maiy key issues of 
municipal governance: problems of budgeting, finances, establishing a tax system, and problems 
of local-self government. These are all problems that we are facing today. They are important. 
Either we tackle them, or we will be continually talking in our city soviets w mhout making any 
decisions. If this continues, we will surely return to our past, to dictatorship. Many political 
leaders go on talking when they should be making decisions, to my regret. 

Today the St. Petersburg City Soviet will make one of the most important decisions in 
years: the decision on the new structure of municipal power, on whether there should be a city
wide vote for mayor. I am honored to open this conference at this time and I wish you every 
kind of success. 

iii. Remarks to the St. Petersburg City Council: Kenneth Wollack, May 15, 1991 

I am pleased that NDI was able to bring such an experienced and talented group of 
experts to Moscow and St. Petersburg to share their practical experience and exp:rtise. They 
came from six countries and represent in many ways your foreign counterparts: mayors, 
economists, elected officials who serve on finance committees, members of what you would call 
executive committees, and, in the case of Poland, leaders of local government reform efforts. 
They represent a wealth of practical knowledge. They come without financial compensation but 
with a deep and abiding commitment to your democratic cause. 

At the risk of oversimplifying, the evolution of local government in the United States has 
represented an ongoing struggle between the efficiency of municipal government and democracy, 
or the opportunities by the citizenry for greater representation. 

The American system began prior to our revolution more than 200 years ago when cities 
were public corporations, chartered by the British, with no checks and balances, no separation 
of powers. 

New democratic concepts were introduced during the 19th century. These included 
broader voting rights and separation of powers between the mayor and the council. There was 
a massive growth in the size of city councils, and this new system emphasized political parties 
and easy access by the citizens to their elected representatives. This system was more 
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cumbersome and many elected officials sought to pursue the more narrow interests of their 
respective constituencies. 

Reform efforts in the latter part of the 19th century succeeded in enhancing the role of 
the mayor and reducing the size of city councils. This was followed by what became an 
extremely popular council-manager system which, in effect, was a return to the more basic pre
revolutionary system. It is a system with fewer checks and balances and more closely resembles 
a private corporation. It puts a premium on efficiency rather than politics. 

Today, according to some local government experts, there is a trend to seek a middle 
ground. While there is a risk of a return to more narrow interests, there can be greater 
opportuniies to enhance the democratic experience for a growing number of citizens. 

We recognize that the obstacles to reform efforts in the Soviet Union are infinitely 
greater. And you hardly have the luxury of 200 years to show that democracy works. At the 
same time, our founding fathers were unable to benefit from the experiences of others. There 
were few models of democratic institutions and practices, and if there were, the slow pace of 
information would have made the learning experience difficult. 

The obstacles ahead of you are enormous but by no means insurmountable. In NDI's 
political-development programs in nearly 30 countries, we have worked with courageous people 
who have overcome tremendous odds to establish the foundations of a democratic system -- from 
the Philippines to Chile to Czcchoslov."ia to Namibia to Paraguay to Poland. Each of these 
countries is unique but their people shared universal hopes, values, and aspirations. They 
believed in a democratic system that does not solve all problems but is best suited to correct 
mistakes, a system that is not based on a single ideology but is deeply rooted in a process that 
can resolve disputes peacefully. 

We are here not to try to impose solutions or to resolve complex problems. We are here 
to share our individual and collective experiences (both positive and negative) and to help 
contribute to an informed debate that is not carried out in isolation. Not everything you will 
hear will be applicable now. But over time, as your system evolves, the information we share 
will become highly relevant. And our commitment does not end with this conference. I would 
urge each and every one of you to establish ongoing relationships and communication with the 
international experts once they return to their respective countries. We are very pleased to be 
here and look forward to a productive and rewaiding experience in which all of us learn from 
working together. 

iv. Seminar proceedings 

During May 12-16, 1991, NDI sponsored a second series of seminars entitled 
"Democraic Government and Municipal Finance." The seminars were held in Moscow on May 
12-13 and in St. Petersburg on May 15-16. They were co-hosted by the Mossoviet and Deputy 
Mayor Stankevich, and by the St. Petersburg City Soviet and Mayor Sobchak. Valery Riumyn, 
mayor of Ryazan, Russia and also president of the Union of Russian Cities, co-hosted the 
Moscow proceedings as well. Twelve local government trainers from six countries -- the United 
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States, Great Britain, Germany, Sweden, the Netherlands, and Poland -- served as workshop 
hosts. Local participants, numbering approximately 85 in Moscow and 50 in St. Petersburg, 
included district, city, and regional deputies and administrators from Moscow, St. Petersburg, 
and 10 other cities in the Russian Federation, as well as delegates from Kiev and five other cities 
in Ukraine, from Kishinev in Moldova, from Minsk in Belarus, and from Vilnius, Kaunus, and 
Riga in the Baltics. Three members of the Supreme Soviet of the USSR and three members of 
the Supreme Soviet of the Russian Federation also participated. 

Harvard University's project on "Streni'thening Democratic Institutions" coordinated its 
work with NDI during the May seminars by providing one municipal government expert as well 
as research materials on the city of Moscow. 

The workshop topics included: 1)the separation of powers and city government structure; 
2) the budget process, information, and accounting; 3)budget gaming; 4) revenue and taxation; 
and 5)property and privatization. As in the December seminar, the participants rotated through 
each of the five workshops and chose a rapporteur to present the group's findings at the closing 
plenary session. 

During the workshops, the local participants asked many questions about techniques and 
procedures for passing a budget, methods to "regulate entrepreneurs," financial auditing, and 
model city charters and budgets. The city deputies and the international trainers engaged in 
detailed discussions on topics including: separation of powers on budgetary issues, structures of 
democratic governance, the concept of acivil service, tax-collection techniques and enforcement, 
methods of valuation for taxation purposes in a country with no market, audits, problems of 
property ownership, privatization of housing, the process of formulating a revenue base in local 
budgets, a comparison of Western and Soviet approaches to the questions of budgeting, and the 
Eastern European experience with privatization. 

Inpreparation for the seminar, NDI translated training documents on U.S. and European 
municipal government structures and finance for the distribution the local participants at the 
seminars. The materials included: a code of ethics for elected officials, manuals on budgeting 
and municipal finance, articles on privatization, and information on various financial strategies 
of local governments in different democratic societies. As teaching aids, each international 
expert prepared a tra:ning paper for his or her workshop, and NDI made available a glossary 
of municipal budgeting and finance terms for workshop participants, all of which were translated 
into Russian. (See Appendix VIll). NDI's experts also provided the deputies with municipal 
budgets, local government reform legislation (from Poland and the Baltics), and other 
documents. These materials proved useful both during the training sessions as well as for future 
reference following the conference. 

After the opening plenary session, the local participants were divided into groups of 15 
to 20 members each. (In St. Petersburg, the groups were somewhat smaller.) During the next 
two days, each group attended five two-hour workshops addressing topics pertaining to 
democratic city government and local government finance. 
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Each workshop was led by a team of two or three international experts. The workshop 
leaders delivered brief individual presentations; the remaining time was devoted to discussing 
the questions posed by local participants. The workshop topics were developed as a result of 
the conclusions of NDI's December seminar in Moscow, subsequent discussions with city soviet 
deputies during NDI's April survey mission, and questions submitted by the Mossoviet. (See 
Appendix IX.) 

Each workshop devoted time to discussing fundamental questions regarding the 
responsibilities of the various branches of government; the participants tended to raise many of 
the same pressing issues in every workshop. By assigning, wherever possible, mixed teams of 
U.S. and European experts to each workshop, NDI exposed the participants to a broad variety 
of democratic local government structures and practices. 

a. Workshop 1: DemocraticGoverning Structures 
Panelists: Thomas Volgy, Mayor, Tucson, Arizona; Zev Yaroslavsky, Chairman of the Budget 
and Finance Committee, Los Angeles City Council, California; Bogdan Jankowski, Foundation 
in Support of Local Democracy, Bialystok, Poland. 

This workshop covered three main issues: 1) the democratic organization of local 
government, i.e., the structures that allow the government to reach decisions amid conflicting 
and competing interests; 2) the separation of powers that ensures democratic control over the 
decision-making process and the means with which the legislators may check the power of the 
executive branch; and 3) the division of powers among the various levels of government, 
specifically, the responsibilities that should rest with the municipal government. 

Members of the international panel stressed that no one municipal government structure 
has proven superior to all others. Instead, they described democracy as a process of constant 
experimentation that responds to specific situations. In his presentation, Volgy examined three 
models of city government: the city-manager model, in which the executive is appointed by the 
city council; the parliamentary model, in which the council members take on the functions of 
the executive in the form of a cabinet; and the model in which the mayor and the city council 
are both independently elected. The panelists noted that major U.S. cities have gravitated 
toward the last model. 

The presentations also addressed a major dilemma of democratic governance. While a 
democracy strives toward granting representation to as many different interests as possible, it 
also must be able to build governing majorities that can make decisions and produce results, a 
circumstance that necessarily limits the size of elected bodies. The panel pointed out that the 
soviets of cities like Moscow (500 deputies) and St. Petersburg (400 deputies) are far too large 
to govern effectively. (They noted, too, that many citizens of the Soviet Union complain that the 
city soviets are mere debating societies that do nothing but pass resolutions and talk.) By 
contrast, Yaroslavsky noted, the Los Angeles City Council comprises 15 members, and no U.S. 
city council has a membership greater than 50. 

The panelists explained the principle of separation of powers and its role in ensuring a 
balance between two generally conflicting interests, the legislative and the executive, so that 
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neither can usurp complete control over the government. Yaroslavsky noted that this notion was 
a foreign concept to the participants whose system has long been based on a strict vertical 
command structure of governance. Volgy emphasized the beneficial nature of the conflict 
between the two branches of government: one is constantly making sure the other isdoing its 
job. Thus, while the system of checks and balances sometimes hampers the speed with which 
decisions are made, it guarantees better results. He added that a critical component for the 
success of this process is the presence of an independent judiciary that can act as an arbiter of 
disputes between the executive and legislative branches. 

Yaroslaviky pointed out another important condition for balancing the forces between the 
executive and legislative branches of government: guaranteed access to information, i.e., the 
provision that a3l documents be made public. Without receiving a full and detailed account of 
the city's expenditures during the previcus year, for example, his committee could not properly
review the mayor's pending budget proposal. The local participants were particularly impressed 
with the level of budgetary detail that a Western chief executive is required to provide to the 
council. They were extremely surprised that the U.S. has laws such as the Public Records Act 
and the Freedom of Information Act that legally entitle not only legislators but also any citizen 
and member of the press to gain access to public documents. 

Yaroslavsky described the Los Angeles budget in general terms, outlining the types of 
services the city provides to its citizens. He stressed the necessity, given the city's limited 
means, of relying on higher levels of government to help provide certain services. He cited the 
construction of the Los Angeles metropolitan rapid transit system, which is partially funded by 
the federal government. 

The discussions that followed were particularly animated when the topic focused on the 
division of power between the executive and leg'.lative branches. There was a pervasive
suspicion of a strong executive. Deputies were anx.ous to learn about safeguards that exist in 
the West to protect against an inordinate concentration of power in the executive, particularly 
procedures to recall the mayor. 

Some elected officials recognized the necessity for establishing an independent judiciary.
However, given that corruption has escalated during more than 70 years of Communist Party 
rule, most participants appeared reluctant to peace theii faith in such a bUdy. Victor Dmitriev, 
a deputy in the Russian Federation's Parliameot, explained how the old system continues to 
influence the attitudes of today's reformers: "You have a tradition in the West. You have put 
your faith in the law....In our society, we have always put our faith in and looked for the 
individual -- the one who can get us ahead, get us food, get us a job, get us into the university; 
the system works on the basis of who you know. These are distinctly different traditions. We 
are trying to emulate your traditions while being captive of our own." 

Yaroslavsky explained the necessity of hiring a staff of experts to analyze the materials 
submitted by the mayor's office. There was considerable interest in how a legislature might 
attract a competent staff in order to render a credible check on the executive. Howz!ver, the 
deputies were pessimistic regarding their ability to develop a competent cadre of bureaucrats 
trained to govern and manage, especially in the areas of finance and budgeting. The deputies' 
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lack of experience and expertise is further compounded by the continued presence of an 
uncooperative bureaucracy established under the old system. 

With regard to defining the functions and responsibilities of city government, the local 
deputies expressed a desire to make their cities as nearly independent from central government 
control as possible. Following the privatization of industries and property and the creation of 
a tax base, many deputies envision the cities managing every sphere of the local economy: meat 
subsidies, public transportation, health services, etc. The workshop leaders cautioned against 
overburdening the municipal governments, pointing out that no city in the West possesses the 
financial and e-.onomic capacities to shoulder such broad responsibilities and fund them 
independently. 

As an outgrowth of the debate on privatization, numerous questions arose about potential 
conflicts of interest. Participants were preoccupied with the pressing question of how to 
distribute heietofore public assets, inquiring about who would benefit from such ownership, and 
how best to minimize the dislocation arising from such transfers. 

Jankowski described Poland's 10-month-old local government structures in his country, 
a product of recently enacted municipal reform legislation. He outlined the structure of the city 
council, in which the president need not be a deputy in the council; he can issue orders to his 
secretary, who manages daily affairs. The city manager is elected by the city council and is 
responsible for carrying out the budget. 

Highlighting the particular problems of Bialystok, Jankowski suggested that even the 15 
council members in the city were too many. Often, they are unable to raise aquorum or reach 
decisions. The city council, he said, has become merely "decorative.' In fact, the city is run 
by the president and managers, that is, by the executive. This was not a democratic situation, 
he asserted, and he advised the local participants to scale dow., the size of city councils in order 
to achieve a greater degree of efficiency. Councils should have no more than 20 or 30 members 
in larger cities and proportionately fewer in the rural soviets. Another problem in Poland, he 
noted, was the inadequacy of ties between deputies and constituents. 

Jankowski noted a third unresolved issue --the jurisdictional competence of local 
governments. Today such competence depends largely upon the organizational capabilities of 
those running the cities, some of which are stronger than others. Most city councils, however, 
are ill-prepared to carry out the tasks that face them. In some cities, the city council oversees 
the fire service, while in others it still falls under the jurisdiction of the central government. 
Responsibility for transportation has been given !othe cities. Still, the problem remains that each 
level of government is trying to expand tin powers at the expense of others. Compounding the 
situation is a proliferation of new laws of which deputies may not even be aware. Parliament, 
he said, had passed more than 100 new laws in 1990, and the council cannot keep up with them. 

Selected Questions and Answers: 

(See also Appendix X.) 

36 



1. Why is the model in which the mayor and city council are both independently elected 
more common among major cities in the United States than the parliamentary model? In our 
district, the government stru. are seems to be gravitating toward the second model. 

Volgy: There are two major reasons why the second model is less common. 
Traditiona'ly, city council work has not been regarded as a full-ume job. There is some 
resentment toward the idea of a full-time politician. People would rather have politicians who 
were not wedded to the idea of staying in office, thus leaving the day-to-day work to 
administrators. Second, concentrating both legislative and executive powers in the one body 
runs counter to the principle of checks and balances. We view this concentration of power as 
dangerous. If the same people make and implement policy, it is easy to lose a diversity of 
views. 

Yarslavsky: I agree with Volgy. The historical reasons cannot be underestimated. The 
separation of powers exists also at the national and state levels. In big cities, there is too much 
work not to divide it up and lessen the concentration of power. There is a high potential for 
corruption also. 

2. What are the requirements for becoming a deputy? Does it Involve special training? 

Volgy: The requirements are few. The candidate must be 21 years old and have lived 
in the city for 3-5 years. The rest of the criteria is oased on what the public wants. The 
responsibilities of the council members are outlined in the charter of the city. 

3. How are elections run? Are they parry-based? 

Volgy: We have two kinds of elections at the city level. The first is an election in 
which the parties compete. Each party holds a primary two months before the election to 
determine their candidates. Other cities, however, such as Los Angeles, run elections for 
council members on a nonpartisan basis. In this case, anyone who has collected a certain 
number of signatures can have their name placed on the ballot. The system a city selects is the 
product of its own unique history. 

4. What is the relationship between the state and federal governments and the city 
government? Do you have structures below the city level? 

Volgy: Within the state, the mayors of all the major cities try to consult with one 
another to present a unified position to their federal representatives. It is very difficult to 
achieve a unified position. There is also the National League of Cities, which aims to lobby the 
federal government on urban issues. Our lobbying organizations maintain full-time 
representatives in Washington, D.C. In recent years, the federal government has neglected the 
cities, and we are now asking for more attention. 

Yaroslavsky: There is no municipal structure below the city council in Los Angeles.
We can't blame our shortcomings on anyone else. In Californi3, if the state imposes a 
requirement on the cities that produces new costs, the state must theoretically reimburse the 
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cities. But in practice the state rarely gives us anything. A classic example is the construction 
of the Los Angeles metropolitan rapid transit system. The federal government promised to pay 
88.5 percent, which was a grezt bargain for us, and the state would pay half of the remaining 
costs. While we worked out the plans, the Reagan Administration cut the federal budget for city 
transportation, and now the federal government will pay only 50 percent. But we have started 
excavation and we can't go back. There is constant friction between levels of government, but 
this is normal. 

As for our contacts with other levels of government, Los Angeles has five full-time 
representatives in Washington. We also have three people in Sacramento, the California state 
capital. 

Jankowsld: For us, "local government" is the structure of government that functions 
independently of the national government. The city council reports only to the voters. If 
competency (jurisdiction) is defined, then power is also delimited accordingly. 

5. Do council mcmbers work full- or part-time? 

Yaroslavsky: Each city determines its own policy. In Los Angeles, all council members 
are full-time elected officials This is standard for major cities. In smaller cities, council 
members usually hold other jobs. 

6. How often do councils meet? 

Yaroslavsky: In Los Angeles, the council meets three days a week. The Budget 
Committee meets every Tuesday. 

7. What is the size and composition of the staff? 

Yaroslavsky: I have astaff of 15. Of these, 13-14 work on my district's issues and 1-2 
work on the budget. In addition, our Legislative Analysts Office performs research for the city 
council. This group of 20-30 analysts are divided into specialties and investigate topics and 
prepare motions for the council members. The equivalent of your Department of Finance also 
has a large research staff, but :his bureaucracy works more closely with the mayor than with the 
city council. This department prepares the budget and monitors spending. The mayor has a 
staff of 90. 

8. Do you have dual subordinationofagencies? 

Yaroslavsky: No. 

9. What are your salaries? 

Yaroslavsky: Each council member is budgeted $700,000 to cover all expenses, 
including his or her salary. We are among the best paid council members in the country. 
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10. There were many questions concerning the structure of the city councils in the United 
States. For instance, how many committees are there? What is the structure of commissions? 
Wat are considercd to be the most important committees? 

Volgy: The Tucson city council has 13 committees, composed of three members each. 
We also have a whole host of commissions, such as the Citizen's Advisory Commission, the 
Women's Commission, and the Disabilities Commission. These commissions greatly facilitate 
governing the city. 

Yaroslavsky: We have 15 committees of three members each, which means that each 
council member chairs a committee. Los Angeles has a very strong commission system. (He
cited the example of the Police Commission.) The commissions evolved into powerful
institutions as a result of a very corrupt government about 45 years ago. To correct the 
corruption, the city government created the commissions as a check on the city council and the 
Mayor. 

Volgy: Our city has experienced the opposite extreme with commissions. Because of 
past abuses, we have greatly reduced the power of the commissions. 

11. There were several questions regarding the power hierarchy within the council. For 
instance, who chairs the council? Who sets the agenda? Who schedules sessions? Who 
appoints chairs? 

Volgy: I chair the city council; there is no speaker. As mayor, I work very closely with 
the committee chairs. have Committee chairs are veryOther cities speakers. important.
Because there is a lot of specialization, chairs quickly become authcrities on their assigned areas. 
As for appointing the chairs, this procedure varies from city to city. Many speakers have the 
power to appoint chairs. They also have procedural powers, such as recognizing speakers. 

Yaroslavsky: In Los Angeles, we have a council president. He or she appoints chairs,
controls the agenda, and becomes the mayor in his/her absence. It is a position of tremendous 
power. 

12. Are tax services part of the executive? How do youforecast tax revenues? How do you 
set tax rates? 

Volgy: New tax rates are based on the baseline from previous year. This data helps in 
making the forecast. We also base forecasts on general economic conditions. We are careful 
not to increase taxes to a level where they hurt the local economy. We also build in 
contingencies. A 5 percent leeway is normal to avoid a deficit. During a recession, the 
government is often forced to make budget cuts. We started making budget adjustments half 
way through this year, reducing spending, laying off workers. As for collecting taxes, the state 
always asks if it can collect them for us and we always refuse. 

Yaroslavsky: We forecast in the same way. The current recession forced us to impose 
a hiring freeze in January; however, we still have a deficit. We are required by law to balance 
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the budget. As for tax collection, if I impose a tax, then I should collect it. You wouldn't 
deposit your pay check in your neighbor's bank account. We do get a small return of state
collected taxes every year and there is always a battle over the amount. Now we are auditing 
the state's uooks. 

Tax services are not considered part of the executive or legislative structures. They are 
part of the civil service, loyal to neither the executive or the legislative branches. These 
positions are not filled through political contacts but through examinations. The city clerk 
reports on potential tax revenues. We use private consultants as well. I always err on the side 
of pessimism when it comes to making forecasts. 

13. What kinds of revenues do cities have? Wat kinds of taxes? 

Yaroslavsky: We maintain a diverse tax base, a little tax on everything. No one source 
accounts for more than 22 percent of the budget. The next highest tax share is 15 percent. Now 
and then, all sources collapse. Last year, for instance, we were short $177 million. 

14. Does the city government influence the market? For instance, can the municipality 
influence the price of goods? 

Yaroslavsky: This would be very unusual. It would only happen through a tax refund. 
We cannot interfere with most prices due to laws on interstate trade. The one exception is rent 
control. 

Volgy: We control prices only where there is a monopoly. On the other hand, we can 
encourage competition to break up a natural monopoly. We also may subsidize the poor with 
respect to basic services and goods. 

15. Do you think it is wise to invest city money in business? 

Yaroslavsky: I can't really tell you if it's correct. We do give low interest loans to 
businesses that serve public purposes. We also have a community redevelopment agency. We 
invest pension funds. Of course, we also have an old, more stable private sector. You probably 
need to more activel"- encourage a good business climate. 

16. how are civil servants hired? 

Yaroslavsky: They are hired based on their qualifications. They take tests; those who 
score the highest, get the jobs. 

17. How does the veto work between the mayor and the council? 

Yaroslavsky: On the budget, the mayor has the right to a line-item veto (this gives the 
executive the authority to overrule one item in a bill or budget without vetoing the entire 
budget). Hc has five days to declare his veto. We then have five days to override the veto, an 
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action that requires a two-thirds majority of the council, which is very difficult to obtain. On 
laws, we have 90 days to override a veto. On other decisions, we have 60 days to override. 

b. Workshop 2: Budget Process, Information, Accounting 

Panelists: Elizabeth Reveal, former City Finance Director, Philadelphia, Pennsylvania;
Hartmuth Wrocklage, Civil Service Head, Finance Department, Hamburg, Germany. 

This workshop provided a general survey of municipal finance, focusing on the budget 
process and the means by which cities raise revenues. The issues raised included: 1) the 
respective responsibilities of federal and local governments in financing municipal programs; 2)
the respective responsibilities of the executive and legislature during the budget process; 3) the 
oversight practices regarding the budget process; 4) the need to balance the budget and the ways 
to achieve this goal; and 5) the kinds of taxes that can be assessed and collected at the local 
level. The panelists also commented upon types of financial planning relevant to a mixed 
economy, limitations on municipal loan financing, the responsibility and functions of public 
enterprises, and municipal land use policy. 

In her presentation, Reveal descibed common features of municipal financial 
management in the U.S. She emphasized that the boundaries between the public and private 
sector are well delineated. In general, she explained, the public sector is in tht business of 
providing social goods (e.g., public safety, education, health care, etc.) and the regulation of 
private commerce and industry. At the local level, there is some duality of responsibilities (for 
example, public and private hospitals and schools). 

In describing the budget process, Reveal mentioned that all U.S. cities are required by
law to maintain a balanced budget. She then explained the role of the executive in initially 
preparing the budget and described some standard revenue sources, such as taxes, user fees, 
rents and fines and contributions from the state and federal governments (intergovernmental aid). 
Reveal pointed out that in Philadelphia, 80 percent of the city's revenues derive from local 
sources and 20 percent from intergovernmental assistance. Local taxes, however, are 
determined individually by the cities, without coordinating with the state or federal levels. 
Reveal considered this situation a particular wea.kness of the U.S. system. 

Reveal explained that in the United States all tax revenues are pooled, and their allocation 
is the responsibility of elected officials and not subject to bureaucratic discretion. In addition 
to tax revenues, major U.S. cities rely on private capital markets to obtain short- and long-term 
financing. The cities encourage private investment in public needs by issuing tax-exempt bonds 
and notes. Reveal then listed some factors that make a city credit-worthy to private investors: 
stability and predictability of social, economic, legal, and political institutions; sensible 
borrowing practices; and full disclosure of the budget process and a standardized method of 
accounting. 

Finally, Reveal stressed the importance of finding regional solutions to urban 
management problems. She explained that demographic changes in the United States have 
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concentrated the very poor in central cities, while the preponderance of wealth in major 
metropolitan areas is increasingly located in independently governed suburban and rural 
communities surrounding the cities. In order to more equitably distribute the cost of public 
services, a number of services, such as transportation and water and waste management, are now 
frequently provided on a regional basis. 

Wrocklage drew on his experience with German unification, which he offered as a 
parallel example to the ongoing transition in the Soviet Union. He remarked that the East 
German system had reduced most functions of city government, such as the budget process, to 
superficial exercises that had little to do with reality. To illustrate his point, Wrocklage 
described a meeting between the finance ministers of Hamburg and Dresden, during whicn an 
exchange of budgets took place. Dresden's budget was a 12-page document, a rough sketch 
containing vaguely it,.,n',ed expenditures, whereas the Hamburg budget comprised six large 
volumes totalling 2 ,j,, pages. He was astonished to learn that while Hamburg borrows 
considerably to finance its activities, Dresden proclaimed itself virtually free of debt. It quickly 
became apparent that Dresden's budget was little more than a facade and did not allow for 
effective control of the city's finances. 

Wrockage urged his colleagues in the Soviet Union to revitalize the existing local 
bureaucracy by offering it incentives to take the initiative and cooperate with elected officials. 
In Dresden, he found that bureaucrats suffered from "abstract plan fulfillment syndrome," in 
which orders were carried out without questioning their purpose or usefulness. They could not 
imagine a budget process based on an open exchange of information among different branches 
of government, each of which sustained separate responsibilities. 

Wrocklage described the budget and finance system in Hamburg, pointing out that, as 
a "city state," Hamburg, along with Bremen and Berlin, is both a city and one of Germany's 16 
constituent states (landers). Theoretically, the lander manage their budgets without interference 
from the federal level. In practice, however, the federal government controls most of their 
revenue sources. Thus, the budgetary autonomy of the lander is mainly limited to expenditures, 
and even here, some important expenses are determined through federal legislation. 

In Germany, Wrocklage explained, the finances of the different levels of government are 
much more closely coordinated than in, for example, the United States. This coordination is 
accomplished through regulations and joint consultations. In the Financial Planning Council, 
for instance, representatives of the federal, lander, and municipal governments meet to develop 
recommendation for future financial policy. 

While the local participants asked many specific questions regarding the budget process 
and tax policy, it was clear from the discussion that they had no clear understanding of the 
components of a free market economy. They were vague about the basic separation of the 
private and public sectors. For example, several questions arose regarding the city government's 
role in running profit-making enterprises. Wrocklage explained that in order for a business to 
be publicly owned in Hamburg it must serve a public interest that cannot be better served by 
private industry. Reveal responded that U.S. cities have not traditionally run businesses 
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themselves; recently, however, some have experimented with this idea. The city of 

Philadelphia, for instance, now owns the water department and the airport. 

Selected Questions and Answers: 

1. How do you establish the value of land in orderto tax it? 

Wrocklage: The value of land should be established through the free market and not 
through any arbitrary determination. 

Reveal: Property taxation should consider the value of both the land and any
improvements to it. Many tax experts advocate imposing higher taxes on land and lower taxes 
on improvements, in order to encourage aevelopment. In determining property value, private 
property is normally valued based upon its highest and best economic use (given zoning
limitations and weighted to reflect adjacent or comparable recent sales prices). Government 
property is normally valued based upon its historic cost. 

2. Are their limits on how much a city can borrow? Who determines such limits? 

Reveal: U.S. cities borrow from private capital markets for three purposes: short-term 
cashflow, public capital investment and economic development. State constitutions normally
impose limits on such borrowing, as do local home-rule charters. Federal law provides certain 
regulation and limits on municipal debt -- in particular on its tax status and the extent to which 
it can be used to finance private ventures. 

WrockJage: In Germany it is aquestion of the constitution. On federal and state levels 
- and also in Hamburg -- we follow one basic rule: public borrowing should not exceed 
investment value. An exception may be made in order to preserve overall economic stability.
But this is problematic because it is hard to reduce expenditures even when the economy has 
recovered. This system of public expenditures by credits has an essential precondition: a 
working free market in a mixed economy where there is an operating democratic constitution 
binding federation and states (ldnders). I think politicians in the Soviet Union should be 
encouraged to aim at such a democratic finance system or a similar one. 

3. How do you determine state versus city expenditures? What is the lowest level of 
autonomous budgeting? Are there any territorial divisions within government and if so, do they
have the right to form their own budgets? 

Reveal: Philadelphia has a 300-year-old tradition of low taxation and limited state aid. 
In Pennsylvania, the state provides only 10 percent of the city's revenues, while, in Boston for 
example, more than 30 percent is derived from state sources. 

The lowest level of autonomous budgeting in the United States is the municipality or 
township. Sub-city districts (the counterpart to raions) do not have independently elected 
governments or budget powers. Chief executives have the power to propose budgets but only
legislative bodies have the power to approve or appropriate budgets. 
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Wrocklage: In Germany, the constitutions of the federation and the states (lander) 
determine the public jurisdictions. The basic rule is: public expenditures follow public tasks. 
In this framework, federation and states -- and within the lander, the municipalities and 
communities -- have their own autonomous budgets controlled by democratic institutions. 

4. Who sets taxes? Is there a limit on how high a tax can be set? 

Reveal: In the U.S. there is no formal coordination of federal, state and local tax 
policies. Typically states can limit the tax powers of subordinate jurisdictions (cities, counties, 
and townships), but the federal government cannot limit state tax powers. 

Generally, within state limits, municipalities can set rates on allowable taxes as high as 
they wish. However, the trick is finding the best balance between setting high taxes and keeping 
the economy healthy. These trade-offs are matters of critical public policy. 

Wrocklage: In Germany we have another system. The main jurisdiction of setting taxes 
is given by the federal constitution to the legislature of the federation (to the parliarent --
Bundestag -- and the Federal Council -- Bundesrat -- where the states are represented). The 
Mnder only have power to legislate on local excise taxes imposed by the federal legislature. 

On the other hand, there are special constitutional regulations for the distribution of taxes 
between the federation and the lander. The municipalities in particular are only authorized to 
assess the communal percentages of taxes on real property and business within the framework 
of existing laws. 

5. How do cities raise capital? 

Reveal: Cities borrow from the private capital markets for cashflow, capital 
construction, and economic development purposes. The public sector does not (except under 
unusual circumstances) involve itself in raising capital for private economic purposes. 
Corporations and businesses issue debt or sell stock to raise needed capital. 

Wrocidage: Hamburg receives capital from the capital market. There are also some 
loans from the federal government, but only in very small amounts. As for the rest, we can 
only "raise capital" by privatization. 

6. Do your city authorities engage in economic activities? 

Wrocklage: Hamburg holds an interest in 42 companies such as those that supply water, 
gas, housing, etc. Further, there are public corporations that attract business to our region, i.e. 
banking and cargo handling. There are conditions for public ownership, however: the enterprise 
must serve a public interest that cannot be better served by private industry. 

Reveal: It is not common for U.S. cities to own or directly engage in economic activity. 
Increasingly, however, experiments are underway in big cities with new public-private 
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partnerships and ventures where some equity is retained by the government. In addition, 
government has traditionally assumed a more direct role in utility (water, electricity, etc.) 
operations and regulation than in other commercial enterprises. 

7. How often do your interest rates change? Our tax policy has changed3-4 times in the 
last year; this is a serious problem. 

Reveal: It is important to separate tax policy from fluctuations in interest rates and 
changes in other short-term economic indicators. Tax policy is under the cities' control. We 
cannot alter interest rates at will, since they are strictly a function of the market, which changes 
constantly. 

Wrocklage: Interest rates are a function of the capital market in Germany, too. The 
public sector is able to influence the capital market only indirectly, for instance by reducing 
public credits if the interest ratt-s are too high. Otherwise, the Federal Central bank has some 
direct options to reduce or iiacrease the interest rate-s -- but only in order to stabilize the general 
economic equilibrium in a free market system. 

8. Why do you pool taxes? Does that not run counter to the purpose of taxation? 

Wrocklage: In the past, we had a system of separate funds, but we abolished it a long
time ago because this system has the tendency to worsen expenditure behavior. The German 
law on Budgetary Principles for Federation and Lander therefore establishes the so-called 
Principle of General Coverage: all revenue shall serve as cover for all expenditures. This is 
the principle. The reason for it is that it gives the decision-makers a better framework to 
establish clear priorities in their expenditure policy. 

9. I am the only professional in finances in my city of 1.5 million people. Tell us about 
bonds and what resources you use besides taxes? 

Reveal: U.S. states and cities depend on private capital to raise dollars for infrastructure, 
including sewers, transportation, government buildings, publicly owned land and parks. Only 
states and local governments can issue debt. The federal government sells bonds to raise money 
at a national level. This practice is tiot linked vith individual projects. There are three types
of debt: 1) a C "neral obligation bond -- repayment is based on principle that the first dollar in 
revenues that the city acquires is unconditionally pledged to pay the investor. Interest rates 
depend on the market, and the city's credit reputation. It is lo%,er than the commercial rate, 
because income is tax free to the purchaser; 2) a Revenue bond -- repayment is directly tied to 
a single revenue source, i.e., water system bonds; and 3) Short-term debt for a year or less,
which is used to ensure the liquidity or cash position of city and repaid with tax revenues when 
the tax is paid. 

Wrocklage: As mentioned, in Hamburg, we follow one basic rule: on principle, public 
borrowing should not exceed investment value. There is only one important exception: where 
it is necessary to prevent a disturbance of the overall economic equilibrium. This exception is 
always problematic, however, because afterwards it isvery difficult to reduce expenditures, even 
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when the economic aims will be reached. I do not believe that you can use this special strategy 
of an anti-cyclical finance policy in the Soviet Union at this time, without having estulished a 
working free market system. Possibilities for financing necessary expenditures in your country 
include taxes, fees and fines, credits for financing investments, and, last but not least, asset 
mobilization. In the actual situation in the Soviet Union, I would prefer asset r'obilizaion and 
privatization instead of credits in order to establish a free market system and to save interest 
payments. Incontrast to the federation and the lander (including the city states), German 
municipalities ame never allowed to take credits for financing current expenditures -- not even 
in the case of a disturbance of the economic equilibrium. 

c. Workshop 3: Budget Gaming 

Panelists: George Caravaho, City Manager, Santa Clarita, California; Glenn Cowan, former 
Mayor, Lambertville, New Jersey. 

This workshop offered an innovative format. Providing a high degree o, interaction 
between the experts and the participants, the workshop was a "gaming session" structured almost 
entirely around small, group discussions. Caravalho and Cowan opened each session by 
outlining the chief responsibilities of city councils in the United States. They emphasized the 
council's central task of preparing the budget and stressed the importance of setting policy goals 
to be used for later comparison with actual accomplishments. 

Following their remarks, the workshop leaders divided the participants into two smadl 
discussion groups of four to eight deputies. Each group then devised a plan for preparing a 
municipal budget. The discussion in each group was guided by the following four sets of 
questions: 

I. Who shoulddeterminc budget priorities? Sub-set questions included: Are these priorities 
strategic or tactical? Who should write the budget? Who should have input? Should the initial 
budget be numerical or conceptual? What types of goals and objectives should it contain? Who 
should have approval authority? Who should have oversight authority? 

2. What are the consequences of the budget? Sub-set questions included: What types of 
political, social and economic consequences flow from any budget? How do you explain these 
trade-offs both administratively and politically? Who should bear the responsibility for budget 
decisions? Where does the information and analysis come from? What forum is used to explain 
it to constituents? Whom does it benefit/not benefit? 

3. What is abudget calendar and how should it be determined? Sub-set questions included: 
What is the budget period? When do discussions of "next year's" budget begin? When should 
preliminary budgets be presented and to what bodies? What form should preliminary budgets 
take? How long should review bodies have to perform oversight functions? When is the budget 
passed and under what procedures? What happens if it is not passed on time? 
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4. Should there be a professional budget staff? Sub-set questions included: To whom 
should this staff report? Are they 'merit" or political appointees? Are they full-time, par-time 
or consultants? Should third-party institutions provide the bulk of budget expertise? How should 
they be compensate,-" From what budget? Who should perform an audit function? Should there 
be programmatic as well as financial audits? 

In answering these questions, the groups were not allowed to supersede the laws of the 
republic. Following the discr.ssions, the two groups met once again to discuss the results of the 
exercise. 

The debate on budget priorities inevitably raised issues regarding the division of powers 
and responsibilities between the executive and legislative branches. Although a range of 
possibilities was presented, most participants agreed that budgets should be initially drafted by 
the executive staff while final approval auwhl,'itv shouid - st with the legislature. Considerable 
disagreement arose over who should determine the ini'.ial priorities. The workshop leaders 
suggested that priorities should emanate from the legislature while the executive branch should 
take responsibility for writing and administering the budget. Similarly, Cowan and Caravalho 
suggested that legislative oversight of the budget process could be balanced by granting the 
executive an internal review. 

The participants agreed that even those budgets designed only as priority-setting devices 
should be numerical documents rather than statements of budgetary intent. Similarly, they 
believed that the goals and objectives contained in the budget should be listed as financial inputs 
rather than programmatic outputs. 

In discussing the consequences of the budget, Caravalho and Cowan tried to impress upon 
the participants the strategic aspects of budget policy (i.e., in promoting a specific public service 
over another). The deputies tended to view the budget as a traditional line-item document whose 
tiade-offs were felt by government departments rather than by constituents. Secure in the 
knowledge that their constituents had no interest in budget matters, the deputies were largely 
unconcerned about the political consequences of the budget. The workshop leaders explained 
that democratic processes would foster a different perspective. 

Considerable time was devoted to the budget calendar. The panelists recommended that 
the budget calendar encompass a process ranging from six months to a year. Most of the 
participants agreed on a 12-month calendar cycle, although some discussion ensued regarding 
the respective merits of fiscal and calendars years. The topic of a preliminary budget review 
process sparked debate over the size of the city .zounciis and the complicated nature of the 
committee system. Participants generally agreed that, once the executive staff completes its 
initial draft, the budget should first be transmitted to the budget committee and then conveyed 
to the various other appropriate committees. 

Questions relating !o the characteristics of a professional budget sfaff once again moved 
the rivalry between the executive and legislative branches to the forefront of the discussion. 
Most participants agreed that the professional staff should be responsible to both branches. 
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Cowan and Caravalho suggested 1 aintaining separate staffs, reiterating that while the executive 
staff would perform its own audits, the legislative staff would be able to conduct reviews 
independently. Many participants wondered aloud where cities would be able to find 
professional budget and financial experts in a country where such expertise is rare. 

Noting that cities of the former Soviet Union budget for all aspects of life in their 
society, leading to substantial waste of expenditure and allocation of resources, Caravaho 
suggested that a strong cost control, accounting, and auditing capability might lead to substantial 
savings. In addition, he suggested that greater savings could be realized by adopting stronger 
oversight and management techniques such as zero-based budgeting and program budgeting. The 
concern over tax evasion was evident in this workshop, too, and the panelists noted that 
improved tax collection might significantly affect the budget. 

d. Workshop 4: Revenue and Taxation 
Panelists: Lynn Hampton, Chief Financial Officer, Metropolitan Washington Airports 
Authority, Alexandria, Virginia and former Finance Director of Arlington, Texas; Rita Hale, 
Head of Local Government Division, Chartered Institute for Public Finance and Accountancy, 
United Kingdom; Gbran LAngsved, Former Chief Financial Officer of City, Stockholm, Sweden. 

This workshop reiterated that there is no "right" way to develop a tax system that will 
automatically ease the burden of policy makers charged with the responsibility of raising 
revenues. The panelists explained that while the amount of tax revenue should be based on the 
types and number of services provided by the government, taxation policy must be responsive 
to the needs and desires of the taxpayers. 

The panelists discussed the political process involved in designing and implementing a 
tax system. They pointed out that the decisions surrounding the creation of a tax package are 
primarily political; and that voters may express their opinion on the tax system at each election. 
Since taxes have both social and economic implications, policy-makers need to minimize the 
negative economic effect and assure that the social consequences arc understood and acceptable. 
As an example, the panelists described a situation where one community's decision to adopt a 
higher sales tax would drive purchases of major durable goods to a neighboring county that did 
not levy such a tax. Another example, a full exemption from property taxes for senior citizens, 
could lead to an increase in the size of the population dependent on government services, as 
senior citizens move into the community to take advantage of the new tax benefit. 

The international panel outlined different revenue-raising and taxation strategies as well 
as various criteria on which a Western tax system is normally based. Some standard taxes were 
described. The subsequent discussion focused on the development and implementation of local 
tax systems, both in general terms and with specific reference to the sitation in the Soviet 
Union, as well as the role of the public and private sectors in setting and implementing tax 
policy. Questions relating to privatization, especially of housing, and the creation of a tax base 
were also examined. 

In discussing alternative revenue and taxation strategies, LAngsved addressed the issues 

concerning the interaction between the private and public sectors, the determination of tax 
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authority among local, republic, and central governments, and methods of financing the public 
sector. He also provided example of local taxation policies in Sweden. On the fundamental 
question of ownership, LAngsved suggested that in certain strategic areas (e.g., transportation 
and communications) the state could be the owner or exert a certain influence while, in a 
situation of functioning markets, the production of commodities and services should remain in 
private hands. Within the public secor, he recommended full opportunity for purchasing 
services and commodities from private producers (e.g., on a contractor basis) and advocated 
moving the general direction of activities within the public sector toward attaining the maximum 
possible decentralization of decision making and responsibilities. 

The panel described criteria typically considered in structuring a tax system: yield, the 
concept of designing a system broad enough to raise adequate revenues; equity, which recognizes 
that taxes should minimize regressive characteristics; neutrality, holds that economic influences 
should be minimized :, a tax system, administrative ease, based on the recognition that the 
overall tax-collection process should cost approximately 2 percent of total tax revenues; and 
political feasibility, which recognizes that no taxes are perfect, that there are negative 
consequcnces in all taxes, and that policy makers must recognize that revenues received from 
taxes are for the betterment of the city. 

The workshop leaders then described the different types of taxes typically found in 
democratic governments, such as property, sales, income, value added, and tourist taxes, which 
include user fees, hotel occupancy taxes, and taxes on admission to cultural and sports events. 
Hampton noted that the property tax is the most popular form of local government revenue in 
the U.S and explained that it can be imposed on the value of real and personal property. The 

"panelists also presented several concepts of taxation policy, such as vertical and horizontal equity 
and tax exemptions. 

The participants were interested in learning about the types of local taxes that 
municipalities can levy and their strengths and weaknesses, local tax rates, the costs and methods 
of tax collection, enforcement and penalties for tax avoidance, local tax concessions to stimulate 
the economy, the purchasing power of the community and its ability to pay local taxes, the role 
of Western local authorities in fixing commodity prices, and the methods of valuation for 
taxation purposes. 

The participants w.re particularly interested ir. the actual operation of a tax system. At 
the time, in the Soviet Union, taxes were collected by the union government. A certain 
percentage of the revenue was then passed to the city governments to fund services. The ratio 
of taxes recently changed to distribute a larger portion of the revenues to the city governments, 
but the participar.ts lamented that the trrent revenues were insufficient to meet local needs. 
They expressed particular frustration w'h having to make decisions on expenditures without 
being able to determine how much revenue their cities would receive. 

Hampton and Hale responded to questions about revenue-collection techniques by
describing revenue .ollection methods employed in the West. Separate tax collection 
departments are common in the United States and Great Britain, where taxes are collected by 
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the government imposing the tax. Local govr.rnments collect avariety of taxes, including sales 
and hotel taxes, income and property taxes, as well as fines and fees. The participants were also 
interested in delinquent taxes. The panelists explained that local taxes enjoy a high degree of 
compliance (98 percent) without extended collection efforts, whereas delinquent collection 
activity includes judicial redress, garnishment of wages, and confiscation of property. 

LAngsved pointed out that taxes in Sweden are also collected by the national government, 
which in turn transfers revenues to the local authorities. However, contrary to the situation in 
the Soviet Union, the Swedish system is based on a high degree of trust among the various levels 
of government, as is also the case in Great Britain and the United States. It became apparent 
during the discussion that due to continuing mistrust of higher levels of government, the local 
authorities do not believe that they will receive a fair share of the tax revenues. Therefore, the 
panelists suggested that, as an interim measure, the local authorities could develop a tax 
inspection and collection department that would report to the city soviet responsible for local tax
collection activity to ensure that they received their share. 

When the subject of revenue estimation was discussed, several participants expressed 
doubts about the trustworthiness of the administrative staff. The panelists explained that in 
democratic countries, administrative staff generally consists of appointed staff and civil servants. 
The appointed staff serves at the pleasure ojf the elected officials. The staff estimates revenues 
based on appraised values and/or economic conditions multiplied by tax rates set by the city 
council. (During the course of the seminars it became evident to the parelists that local 
authorities of the former Soviet Union sorely lack trained, nonpartisan administrators.) Added 
discussion focused on the budget control and review process, during which budgeted revenues 
and expenditures are compared to actual activity to assure compliance with the budget. 

During one session, the panel was asked about stratcgies to develop local tax systems. 
The workshop leaders' answeis centc-ed on privatizilg businesses and property and developing 
a system that would rely on leases tied to productivity and maintenance standards until ownership 
could be established. The lease payments would serve as a tax base until property taxes could 
be imposed. Income taxes would be similar to those currently imposed; however, prices and 
income would not be set by the government but by the free market, which should generate 
higher income and, therefore, higher taxes. Coupons (like food stamps) would be issued to 
lower-income individuals. Business owners would be reimbursed6 for the coupons by the 
government. 

The participants asked a number of questions regarding the privatization of public 
housing. Hampton described condo linium law in the United States, from local laws permitting 
condominiums to individual association rules governing the operations of the condominiums. 
She then presented examples of the grants avilable to developers to renovate buildings and 
compensate displaced tenants. The panel emphasized that the free market is more efficient at 
accomplishing condominium conversion because it is burdened with fewer priorities than a 
centrally planned economy and can direct its activities to the renovation and conversion efforts. 
The discussion later touched on the b'ack market in the Soviet Union, which, to a degree, 
functions as an alternative economy. 
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Selected Questions and Answers: 

1. Is it true that politicians are not professionalgovernment administrators? Is there a 
conflict between politiciansand administrators? 

Hampton: Generally politicians (elected officials) are not professional administrators, 
but are the policy-makers of the government. Professional administrators (staff) are the 
employees of a government who carry out the laws and policy of the elected officials. Some 
staff are directly appointed by the politicians, some staff are hired by the supervising appointed
staff, and some staff are civil servants hired through competitive processes. The elected officials 
approve an annual budget that funds the laws and policy of the city council. Elected officials 
generally form a cooperative relationship with the staff of the government in order to get the 
work of the government done, but there is inherently some conflict. If a staff member is 
incompetent, it is possible to have the employee dismissed. Other than dismissal, negotiations
and compromise between the council and staff allow for the work of the government to proceed. 
Since the council has the power to approve the budget, there is a strong incentive for staff to 
provide accurate and timely work for the council. 

2. Who is the arbitratorof conflicts between politiciansand administrators? 

Hampton: The most senior level appointed staff member (chief of staff, city manager,
etc.) generally is the arbitrator of problems betwee.n elected officials and staff. The most senior 
level staff member is our appointed official. 

3. Ifproperty has not been soldfor awhile, how do you know what the value ofthisproperty 
will b ? 

Hale: The value of property is determined by comparing its characteristics with the 
characteristics of similar property. If a property owner objects to the value assigned to property, 
the property owner can appeal the assessment to an arbitrator, whose decision is final. 

4. In the Soviet Union there arefederal, republic and local expenses. How can conflicts 
among these levels be avoided? 

Hampton: The governments should determine the size and scope of government services 
provided by each level of government. For example, a central bank would be a federal 
government function, while garbage collection would be a local function. Some local 
governments provide garbage collection twice weekly, some only once per week. The city
council makes a decision based on how much the council wants to spend for garbage collection. 

5. People are not used to paying taxes. How are taxes collected in your country? 

Hampton: In the U.S., each level of government imposes and collects its own taxes;
there is no single tax collecting unit. For example, sales taxes are collected at the state level; 
the state will keep its portion of the tax and distribute - portion to the cities and counties. 
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Property taxes are generally collected by the cities that impose the tax. Income taxes are paid 
voluntarily to the fedeal government, with individuals and business filing an income tax form 
once a year. The actual taxes are collected and paid to the federal government by employers, 
and the tax form is a reconciliation of income and exemption to determine the tax liability. Any 
overpayment by an individual or business to the government will be refunded to the taxpayer. 
Any shortfall in taxes will be filed with the return. 

LAngsved: In Sweden, there is a single tax collection unit. Citizens pay a certain 
percentage of their income each month, and the central taxing body distributes tax revenues to 
all levels of government. 

6. What is the relationshipbetween local council members and the population? 

Hale: There is no simple formula. The number of members on the council depends on 
what the citizens determine is enough representation balanced with what they want to pay in 
taxes for salaries of couscil members. 

7. Is the tax system devised by experts? 

Hale: The tax system is drafted by staff based on the policies established by elected 
officials. The system is based on tax needs and the demographic characteristics of the city. The 
public should have an opportunity to comment to the elected officials at public hearings before 
the tax is decided upon by the council. 

8. %*attypes of municipalfees are there? 

LAngsved: Whenever it is possible to isolate and identify the cost of a government 
service, it can be useful to charge a fee. Some governments charge fees for garbage collection, 
public swimming pools, permits to construct or remodel property and landing rights at airports. 
This process allows the tax (or fee) to be collected directly fom the user of the service, not the 
public at large. 

9. Is it confusingfor taxpayers to have to comply with so many different taxes andfees, and 
to have to deal with various levels ofgovernment? 

Hale and Hampton: It may be confusing for a first-time taxpayer to pay local, state, and 
federal taxes, but it has become a tradition. In fact, it is advantageous that the citizen knows 
how much he or she is paying each level of government. This becomes an important aspect of 
decentralization, a cornerstone of democratic government. 

10. How do you estimate tax revenues? 

LAIgsved: Taxes are estimated through an economic analysis, which includes the 
fcllowing factors: the amount of tax that collected during the previous years, any changes to the 
tax rates, and demographic characteristics of the tax. As taxes are collected, the amount should 
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be compared to the estimated taxes. Any adjustments to the estimate of actual taxes collected 

should be reported to the council. 

11. W7a factors are included in the concept ofproperty? 

Hampton: Property is either real or personal. Real property consists of land and 
buildings. Personal property represents items belonging to an individual or business, such as 
a car or a hotel. Ownership could be demonstrated through the sale or lease of the property. 

12. If a house costs 100,000 pounds what is the tax? 

Hale: Now in the United Kingdom, an average house costs 80,000 pounds, and the tax 
is 400 pounds. Some city councils have imposed higher or lower property tax rates depending 
on the level of spending the government chooses to support. Many governments allow special 
exemptions from property taxes to lower the tax burden on senior citizens, handicapped 
individuals or other specific groups of taxpayers. 

13. What is the period of an effective tax rate? Can the rate change over a year? 

LAngsved: Taxes are estimated annually when the budget is 3dopted. If the taxes are 
not sufficient to support the necessary government services, they must be raised, or government 
services must be cut in order for the budget to be brought into balance. Rates are generally 
raised when the government grows faster thin the -9roperty value of a city, and lowered when 
the property value grows faster than the government. In Sweden, the local government has the 
opportunity to change the income tax rate annually. Local authorities in the United Kingdom 
can make changes to the tax rate at the beginning of each year. 

14. Who collects taxes? If it is collected centrally, then what are the costs for the tax 
collection service? 

Hale: A tax collection department is responsible for the collection of taxes. Delinquent 
taxes are collectd through legal and court procedures. The cost of the tax collection function 
is part of the cost of government and is incorporated into the budget of the city. An efficient 
tax collection activity should cost I to 2 percent of the total tax. For social purposes, a 
government might want to impose taxes on alcohol and tobacco, which entails a higher collection 
fee. 

15. The Mossoviet has certainproblems regardingpublic transportationfees; what criteria 
are usedfor deciding how to set this rate? 

Hampton: There are no strict criteria on how much of the cost of public transportation 
should derive from fares, and how much should come from taxes or subsidies. In the United 
States the fares for public ground transportation are generally low and the subsidies from general 
government taxes, high. This situation stems from the belief that the whole community benefits 
from the provision of low cost public transportation, in order to get people to work and to limit 
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automobile pollution. Air transportation is a private business and the fares are set by market 

demand. 

16. Who has the authority to set commodity prices in the regions? 

Hale: Local authorities do not set prices. Prices are set by the private sector because 
of competition, supply and demand. In some cases, the government might subsidize a 
commodity to assist in keeping the prices low. Milk products were an example of a subsidized 
commodity. In general, democratic governments are moving away from subsidies and allowing 
prices to be market driven. Many public utilities such as electric companies and telephone 
companies are regulated by the governmet. The rates based upon a determination of the total 
expense of the utility including a fair return for the owners of the utility, and the expected usage 
of the utility. 

17. Our taxes are not based on assessed value. You have some taxes that we don't have like 
hotel occupancy taxes. Also, it is good that your taxes don't overlap, but we don't have this. 
Ours are directed by the central government. 

Hampton: User fees such as hotel taxes, are paid by the user to the business, in this 
case, the hotel. The hotel turns the taxes over to the government. Garbage collection fees can 
be collected with a water bill, because each household receives both services; water charges 
would be metered and garbage collection established by a set fee. 

18. Why does every citizen have to pay this tax to aprivate company? Why notjus; tax the 
company? 

Hampton: Companies prefer to explain to their customers that some part of the cost of 
the service for which they are paying is a government tax, and not entirely the cost of the 
business. A hotel occupancy tax falls into this category. Companies are also taxed based on 
the income and property value of the business. 

19. What fines do you have for tax evasion? Do you give tax collectors a reward to 
encourage them to find evaders? 

Hale: Often taxes are deducted from paychecks and paid by employers to the 
government, or included with house mortgage payments and paid by the bank to the government. 
These procedures help avoid tax evasion. Tax collection departments do not receive incentive 
pay to collect taxes; this is their job. Of course, tax collectors that perform well could get 

promotions and annual salary increases. 

20. How often do you collect taxes? Is there any relation between budget spending and the 
process of tax collection? 

Hampton: Property taxes are appraised, then collected at one time during following year; 
sales taxes generally are collected monthly; employers collect income taxes by deducting them 
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from paychecks and paying them to the government at the time of each payroll. There is no 
general rule about what time of year property taxes are collected. When property taxes are 
collected, they are invested and drawn upon to pay expenses throughout the budget year. 

21. Wat happens to someone who doesn't pay taxes? 

Hale: In the case of total evasion, it ispossible for the government to seize the property 
of the delinquent taxpayer and sell it in order to collect the taxes owed. Any money left over 
from the sale after the payment of taxes would be returned to the former property owner. Since 
people do not want to lose their property, most property taxes are paid before the property is 
taken. In the United States, it is acriminal offense not to file income taxes, but a civil offense 
not to pay. Arrangements can be made by a taxpayer with the government to pay back taxes 
over an extended period of time, with interest. 

22. Do you pay taxes in cash? 

Hampton: Most large tax bills are paid by check or drafts on banks, but taxpayers could 
pay their taxes in cash if they so desired. 

e. Workshop 5. Property and Privatization 

Panelists: Professor Marshall Goldman, Wellesley College, Massachusetts; Marco Swart, City 
Councilor, Enschede, Netherlands; Dr. Czeslawa Rudzka-Lorentz, Advisor to the 
Undersecretary of State for Local Government Reform, Warsaw, Poland. 

The panelists in this workshop addressed the topics of privatizaion, property and 
taxation. Swart provided a case study of the privatization of a utility company fully-owned by
the government in the Netherlands. Before beginning, Swart emphasized that many different 
combinations of public-private ownership e.,t in !he West and that city soviets would have to 
find their own balance. 

Swan explained that five issues must te addressed in any privaization effort: the role 
of the management, the role of the workers, the legal status of the property, political control, 
and the relative importance of any the company revenues in the city budget. At the turn of the 
20th century, Swan's city analyzed the productivity of the state-owned electric company and 
concluded that it was inefficient. At that time, the role of management was limited -- the city 
issued orders and the managers followed them. They were civil servants whose jobs were not 
dependent on the success of the company. The workers, too, lacked incentives, working for the 
state for reliable, protected salaries. The electric company was defined a. belonging to the 
municipality. Its income and ou:lays were included in the city budget. Exercising political 
control was simple: the city controlled the company. 

As a first step toward improving performance at the electric company, the management 
was given greater autonomy. The city decided to issue only general guidelines to the company 
rather than day-to-day instructions, allowing the managers to do their own problem-solving. 
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Discussions and negotiations were held with the management instead. The status of the workers 
and ownership remained unchanged. The budget was affected since the firm was permitted its 
own accounting system. Only the final results -- profits or losses -- appeared in the city budget. 
The political situation changed in that the city government no longer directly controlled the 
company's operations. Legally, the company's charter was a council plan, but it looked more 
like a private contract. 

The next step, taken some 10-15 years later, designated the company an independent "city 
enterprise.' The management was still under the jurisdiction of the council, but workers were 
not; workers could earn more money or lose their jobs, depending on their performance. The 
legal ownership changed in form but not in substance. All the shares issued by the company 
belonged to the city. 

These shares were later sold to private individuals, marking a major change in the legal 
ownership of the property. The shares were purchased by a larger electric company, although 
Swart pointed out that they could also have been sold to the workers or to other organizations 
such as pension funds. It was possible now for the city to ask for a good price for the shares 
since the city could show through its separate bookkeeping that the electric company was making 
a profit, and it was known that demand for the product would be continuous. No changes were 
made regarding management or workers. The budget remained unchanged, except for the 
appearance of a windfall profit from the sale. Rather than spend the money immediately, the 
city decided to invest it. These future earnings would replace the profit from the electric 
company. The city decided to invest the money rather than spend it because spending it would 
have created expectations on the part of the populace that would have been impossible to meet 
again. Investing the money provided stable returns and made city budgeting easier. 

Finally, the political relationship between the city and the company changed dramatically. 
The city no longer directly controlled the company. Still, in place of control through ownership, 
the city adopted a series of laws that regulated the company's actions, including, most 
importantly, a decree that made it illegal to cut off anyone's electricity during the winter -- even 
if they had not paid their bills. According to Swart, an economy needs some regulation in order 
to prevent social injustices. 

This particular privati7&tion process occurred over a 100-year period. Swart discussed 
ways to speed up the process and also raised the question of the limits of privatization. He 
presented the arguments both for and against wholesale and limited privatization. In support of 
wholesale privatization were the following factors: 1) Ideology -- privatization spreads control 
of resources among a larger social group, dispersing and dividing power; 2) Macro-economic 
- if you create strong firms, they will stimulate the economy and enhance tax revenues; 3) 
Micro-economic -- private companies are usually more efficient due to the motivation provided 
by profit; and 4) Government control -- if a government owns all kinds of organizations, then 
it becomes difficult to control them all. In theory, the government is powerful, but in practice 
it becomes weak due to lack of complete information. In such a situation, civil servants end up 
making all of the decisions. 
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Arguments for limiting privatization include: 1) The market does not work well on its 
own. (For instance, in the case presented, the electric company remained in a monopolistic 
position.) A market needs national regulations to encourage or ensure competition; 2) The 
p.oblem of providing common service, known as public goods. For example, everyone benefits 
from street lighting, but one cannot divide it and sell it. Still, the city does not have to control 
it entirely. Even this service can be contracted out; and 3) The market alone cannot create 
social justice. 

The panelist from Poland, Rudzka-Lorentz, elaborated on the difficulties of privatization 
in her country, noting that in formerly socialist countries these problems were much more 
complex than in capitalist countries, as new democratic governments have to deal not only with 
the change in ownership, but a change in property relations as a whole. 

Rudzka-Lorentz explained that privatization in Poland generally followed a three-step 
process. First, shares are created at a given enterprise in which the state owns all of the shares. 
Second, a certain, non-controlling number of shares are sold on the market. Finally, the state 
relinquishes its controlling interest in the company, and new owners are allowed to accumulate 
capital and stocks. 

Rudzka-Lorentz then described the intricacies of this three-step process, highlighting 
some basic principles that may makt the transition easier. First, the city council must attempt 
to "communalize" property, i.e., give back to the community that which was nationalized after 
World War II. Second, local government bodies should try to gain control of assets before 
higher authorities oegin to assert their control. Local city councils can also unite to manage 
propeity assets in common among them. Third, the city council can set up profit oriented 
entities such as small scale enterprises or recreation organizations, a situation that does not 
always work because of the likelihood that unethical practices might arise. Rudzka-Lorentz 
suggested that such government involvement in market activities may be excused in the 
transition, but should be phased out over the long run. 

Fourth, privatization must start with a register of assets. However obvious, this step can 
be among the most difficult. (The communists deliberately avoided documenting ownership of 
property.) Fifth, some controls must be placed over the privatization process to insure basic 
social guarantees. Rudzka-Lorentz offered the example of privatizing poor-quality apartments: 
if these assets .ire sold off without government regulation, people who live in poor housing will 
not have the capital to repair their dwellings. Rudzka-Lorentz suggested that, in such instances, 
some form of rent control, accompanied by a set of incentives for encouraging repairs, was 
necessary. She provided the example of Poland's new tax structure whereby apartments are 
taxed at dramatically lower rates than land and dwellings used for business purposes. 

Inconjunction with housing privatization, Rudzka-Lorentz noted that Poland now faces 
a problem in reprivatization, i.e., returning certain businesses and property back to their former 
owners. Once this process is initiated, multiple claims of owners'iip immediately arise. She 
also raised the question of deciding which enterprises should be privatized and which should not, 
citing schools as one currently contentious issue in Poland. Finally, Rudzka-Lorentz suggested 
that auctions were an effective way of inaugurating the privatization process. If people want to 
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buy the apartment in which they already live, then the process is easier. This inherent demand 
creates a property market. 

Rudzka-Lorentz noted that the ease of the transition depends in large part on the political 
climate created by the councils. Conflicts inevitably arise because the state wants to privatize 
without communal ownership. The question of who receives the income from the sale of assets 
immediately politicizes the privatization process. Reflecting on Swan's stages of privatization, 
Rudzka-Lorentz explained that Poland iscurrently making decisions regarding the selection and 
timing of privatizing industries. She noted that it has been easier to privatize smaller firms than 
larger ones. Rudzka-Lorentz also pointed out that the creation of long-term interests for those 
who buy the initial shares that were issued is a difficult process. In Poland, workers are buying 
the shares but then liquidating assets quickly for short-term profits. The new Polish government 
is faced with changing the mentality of the worker regarding shares and profit making. 

Goldman rounded out this seminar by presenting a synopsis of the relationship between 
taxes and market stimulation. He outlined the basic divisions of power in the United States for 
dealing with tax questions. For example, the legislature decides on new tayes, but the president 
has the right veto its decisions. Goldman viewed Gorbachev's recent deision to impose a 5 
percent tax on all items as a violation of the principle of the separation of powers. Regarding 
different levels of govenment, Goldman noted that the federal government collects most income 
taxes, the states collects sales taxes, and local governments Iwy property taxes. At all levels 
of government, revenue sharing exists. 

In response to questions, Goldman discussed the problems involved in placing a value 
on land as a first step toward privatization. He offered three different methods: 1)market price; 
2) cost of reproduction; and 3) comparative value. An additional mechanism should he put in 
place that allows prices and rents to move, but at a rate that does not allow businesspcople with 
large amounts of capital to buy out everything and stifle competition. Rents should be rcnewed 
every five years with a neutral arbitration body to determine their fairness. The imposing of 
real-estate taxes would also make people use the land rationally. Goldman cited the example of 
the Homestead Act in the United States at the turn of the century, whereby the government 
ceded ownership rights to people who used the land. He noted that asimilar incentive structure 
is being implemented in U.S. urban centers. 

Goldman then explained that determining the relationship between the profitability of a 
property in relation to interest rates is a method for establishing a fair price. For instance, if 
the capit'dizing income of a given property (i.e., the yearly profit) is $50,000, and the annual 
interest rate is 10 percent, an estimated fair price is $500,000. This is calculated by multiplying 
the profit by the interest rate. 

Selected Questions and Answers: 

1. The most confusing issuefor the localparticipantsconcernedascertainingthe difference 

between private and public. When. for instance, was the electric company considered private 
during the many stages of its privatization? How are the contracts between public and private 
institutions different than contracts between two private parties? 

58
 



Swart: Under the law, there is no difference between public-private contracts and 
private-private contracts. It is also important to realize that if another electric company had 
come along and offered electricity to the city at a cheaper rate, the city would have pursued this 
new partner. 

2. One question thatfrequently arose in the discussionpertainedto Swar's remarks about 
socialguaranteesandgovernment regulationof the market afterprivatization. Forinstance, the 
participantscould not understandhow the city could issue a law preventing the electric company 
from turning off the heat ifpeople did not pay. 

Swart: Because it is the law they are obligated to obey. In Holland there is a high sense 
of social justice. 

Rudzka-Lorentz: In Poland, the government had to pass a law obligating banks to 
provide services to individual customers as the market did not provide this service. 

3. How are apartments being privatized in Poland? Who determines the price? Are they 
being given away? 

Rudzka-Lorentz: The prices vary. Poland has established a special bureaucracy that is 
in charge of setting prices for apartments. However, this bureaucracy will gradually be phased 
out. 

4. Which government body should be in charge of privatization, the executive or the 
legislature? How do you control the process? 

Goldman: Let the executive do it, but under guidelines set by the legislature. Be careful 
about favoritism and conflicts of interest. As for control, the city needs to establish a blue 
ribbon commission to oversee the process. 

Rudzka-Lorentz: In Poland, we have to call a council meeting to vote on every sale over 
100 million zlotys of land. This was a bad law because it overly politicized the process as well 
as added an additional step to the privatization process. 

5. What privatizationmechanisms are the most effective? 

Goldman: Most valuable property should be sold at public auctions with public results, 
although you can use secret bids. 

Rudzka-Lorentz: Before the auction, the council must decide what to sell. 

6. Many questions evolved around the problem of determining a value for land. One 
Mossoviet deputy asked about using the prices of luxury hotels as a basisfor determining value. 
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Goldman: You can start with this: begin with the best location and the highest price, and 
then make determinations from there. First of all, you need to take an inventory of the 
property. McDonald's, for instance, wants to expand but the city can't find land records. 

7. In Poland, isprivatization the generalplan? 

Rudzka-Lorentz: Yes, but it is subject to change. We are starting by selling shares in 
the most profitable businesses. 

8. Beside the electric company, what other kinds of enterprises are being privatized in the 
West, and do they all take 100 years to privatize? 

Swart: I chose this example just to be able to present the different changes in detail. 
However, we are privatizing many firms, including the accounting department that audits our 
budget. 

9. Do you have the reverse problem whereby the state has trouble taking over aproperty? 

Goldman: In the United States, the state has eminent domain whereby the owner is 
compensated for land seized by the state. 

Swart: In our city, a textile factory went bankrupt so the state took it over. We wanted 
to control the use of the land so we held onto the property until we found a different owner. 
We made a profit on the transaction. 

10. What aboutthe privatization of (former) Communist Parryproperty ? Should we fight this 
or support it? Right now the Party is privatizing assets bought by money raised through Party 
dues? Is thisfair? 

Goldman: It is important that in the process of privatization, a few people do not become 
rich while the others suffer. 

11. There were several questions, raised by Swan's presentation, about the timing of 
privatization. 

Goldman: I'd start the process right away. But be warned that they'll be a correction 
in price by arbitration will occur after several years when the real prices are known. But get 
going. You must increase supply. 

Swart: The process and framework of privatization will develop together. You should 
try to do the easy things first. 
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C. Local Government Consultations 

i. Moscow and St. Petersburg: October, 1991 

NDI's local government seminars in loscow and St. Petersburg led to several requests 
for further, more specialized training in local government and finance issues. In response to 
these requests, NDI sent Zev Yaroslavsky, chairman of the Los Angeles City Council's Budget 
and Finance Committee, to Russia to conduct the first in a series of intensive local government 
consultations. From October 5-18, Yaroslavsky conducted training sessions with the Budget and 
Finance Committees of the St. Petersburg and Moscow City Soviets, and the Russian 
Parliament's Committee on the Work of the Soviets and the Development of Self-Government. 
The consultations focused on the issues of governing in a system of checks and balances, 
budgeting in a government with separate branches and powers and the structure of 
intergovernmental relations among state, regional, and municipal governments. The two-day 
consultation was conducted in cooperation with the Union of Russian Cities. Approximately 20 
budget and finance officers selected by the Union came to Moscow from Stavropol, Chelyabinsk, 
Rostov-on-Don, and Slavyansk for the sessions. (See Appendix XI-A.) 

As a result of this consultation, the Los Angeles City Council and NDI sponsored a visit 
to Los Angeles by four Mossoviet members. The delegation met with the city administrative 
officers, the county transportation - ommission, budget analysts from the fire department, the 
mayor's office, the city council budget and finance committee, the police department, the city 
personnel department, the city department of transportation, and the Southern California 
Association of Governments. 

U. Samara: December 1991 

From December 8-13, NDI, in conjunction with the Union of Russian Cities, conducted 
its second local government consultation. Glenn Cowan, an NDI advisor, and Stewart Palilonis, 
a housing specialist for the state of New Jersey, travelled to Samara, a military-industrial city 
on the Volga river. In Samara, they conducted training programs for 200 deputies from the 
Samara oblast, city, and raion soviets. The consultations focused on issues such as privatization 
of local housing and commerce, local tax policy, and budget and finance administration. 

The trainers answered many questions on the basic structure of local government under 
a system of legislative, executive, and judicial separation of powers. Depuies were most 
interested in the budget process and budget development, as they lacked even basic knowledge 
on how to prepare the income and expenditure sides of the budget. 

Other sessions centered around the issue of housing. Deputies complained that most 
existing housing is in poor condition due to lack of maintenance and tenants having little interest 
in owning housing. They stated that rents were 25 rubles per month and would have to increase 
seven-fold before owners could affod to maintain their units. Deputies inquired about how a 
system combining ownership and tenancy in the same building could function. In response, the 
trainers outlined the concepts of the cooperative form of ownership. 
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II. Kiev and Donetsk, Ukraine: March 1992 

During his trip to Mcscow and St. Petersburg in the fall of 1991, Council member 
Yaroslavsky traveled to Kiev for one day of intensive discussions with members of the Kiev 
Budget and Finance Committee who had attended NDI's municipal seminars. The Ukrainian 
officials requested that NDI expand its municipal program to Ukraine. 

In response to these requests, NDI sent Council member Yaroslavsky and Don 
Benninghoven, executive director of the League of California Cities, to Ukraine for 10 days of 
intensive training with local government officials. 

Working in cooperation with the Association of Democratic Councils of Ukraine, which 
includes 30 member cities, Benninghoven traveled to Donetsk, an industrial center of 1.5 million 
people, where he led a series of workshops for 35 elected officials and administrators from 
raion, city, and oblast councils. Workshop sessions dealt with the division of powers between 
local and national governments, executive-legislative relations, and constituent services. 

Following the Donetsk program, Bcnninghoven worked with city council members from 
Kiev and neighboring cities, as well as with representatives of the Association of Democratic 
Councils. He discussed local self-government issues and the structure and function of municipal 
leagues, emphasizing the importance of maintaining constant communication among cities. 

While Benninghovcn advised elected officials, Councilman Yaroslavsky conducted a 
series of training sessions for 20 key administrators from Kiev and cities in Western Ukraine and 
the Crimea. The sessions addressed the budget progress, taxation policies, privatization and 
executive-legislative relations. Yaroslavsky also held meetings with leaders and organizers of 
Ukrainian political parties and movements to discuss the feasibility and design of an NDI
sponsored program to strengthen the country's nascent multiparty system. 

The consultations were received with great enthusiasm. Local officials found extremely 
beneficial the local budget and finance documents that were translated into Russian by NDI and 
distributed to all participants. An important component of the success of the initiative was the 
proper match between the expertise of the trainers and composition of '.he participants of each 
consultation. (see Appendix XI-B) 

D. Related Projects 

Because of its experience with local governments in the Soviet Union, NDI has become 
an informal source of information exchange, assisting municipal officials in the former Soviet 
Union with training and consultations, as well as connecting U.S. and European local 
government groups to their counterparts in the former Soviet Union. 

On March 22, 1991, NDI convened a meeting of local government orga-iizations from 
the Washington, D.C. area that are operating local government exchanges or other programs 
with the former Soviet Union or Eastern Europe. Representatives from Sister Cities 
International, the International City Management Association, the Government Finance Officers 
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Association, the National League of Cities, the U.S. Conference of Mayors, the International 
Development Training Institute, the Academy of State and Local Government, Loudon County, 
Virginia, and Uppcr Marlboro County, Maryland, participated in the meeting. The meeting 
provided an unprecedented opportunity for local government organizations to share experiences 
in the former Soviet Union and Eastern Europe, discuss the various approaches taken and plan 
collaborative or informative efforts in the future. 

The experiences and expertise of the participants helped NDI to formulate its May 1991 
seminar agenda, choose relevant materials for translation, and select its international local 
government trainers. The meeting triggered a healthy dialogue among the local government 
groups inattendance, which as a result, are informing one another on their respective plans and 
aspirations and sharing pertinent information and materials. 

Through such meetings ,jnd discussions, as well as its seminars, NDI has developed a 
network of contacts among municipal organizations in the United States and Europe. These 
contacts have enabled NDI to keep abreast of local government reform and issues throughout 
the world, and has also provided NDI with an extensive base from which to find experts with 
specific qualifications for further local government training in th. former Soviet Union and 
elsewhere 

N'DI's December seminar led to the establishment of the Union of Russian Cities, chaired 
by Valery Riumyn, mayor of Ryazan. The organization is a clearinghouse for cities throughout 
the Russian Federation struggling to build the infrastructure of democracy. (See Appendix XII)
NDI sent information regarding this new association to U.S. counterparts, encouraging dialogue 
and cooperation. In October 1991 NDI tiansmitted letters to the Union of Russian Cities 
offering cooperation from the National League of Cities. Government Finance Officers 
Association, and the Conference of Mayors. 

NDI offers an orientation session for Soviet municipal government officials visiting the 
United States. The first session of this kind took place on June 6, 1991. Sister Cities 
International hosted a group of 11 city soviet deputies from the Soviet Union visiting the United 
States to examine various aspects of local government. The deputies arrived from the cities of 
Novosibirsk, Sverdlovsk, Vladimir, and Tver. 

NDI Executive Vice President Kenneth Wollack opened the session with an overview of 
the history of local government in the United States. Soviet Union Program Manager Mahnaz 
Ispahani then described NDI's local government program in the Soviet Union, summarizing past 
programs and outlining their goals, objectives and future direction. Two international 
participants from the May seminar, Glenn Cowan former Mayor of lambertvillc, New Jersey, 
and Lynn Hampton, Chief Financial Officer of the Washington Metropolitan Airports Auhority, 
compared relevant aspects of municipal government in the United States and :he Soviet Union. 

NDI provides a similar briefing session for municipal groups or individuals who are 
traveling to the former Soviet Union. As an example, a representative from Loudon County 
visited NDI before going to Poland to train municipal leaders. In addition, several governors 
have been briefed before undertaking missions to the former Soviet Union as well. 
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NDI continues to provide information and advice to U.S.-based organizations and 
individuals seeking to furnish technical training assistance to former Soviet Union municipalities. 
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VI. CONCLUSIONS AND RECOMMENDATIONS FOR TECHNICAL ASSISTANCE 

A. Evaluation 

1. December 1990 

"Now there is no law, only anarchy", said one Russian deputy who attended the NDI 
seminars on local government reform. In response, NDI's international trainers impressed upon 
the local deputies the need to share their knowledge and experiences with other colleagues. 
Since citis throughout the republics share many similar problems and concerns, the workshop 
leaders recommended the establishment of a domestic network of cooperation. Shortly after the 
December seminar, the Union of Russian Cities was founded, which encompasses all :ities in 
the Russian Federation with populations of more than 80,000 people. 

The establishment of the Union of Russian Cities is one concrete result of NDI's 
Drograri, which has sought to promote communication and cooperation among the various 
groups within the democratic reform movement and to involve the different levels of the former 
Soviet govrmment in the process of building democratic institutions. Many participants reported 
that they had returned to their cities and disseminated the ideas learned at 'he workshops to their 
fellow deputies. In the words of a deputy from Kaluga, who also attended NDI's May 1991 
seminar, "the December seminar led us to focus our ideas on municipal reforms that have now 
been approved by our soviet." 

The seminar also assisted the Russian Parliament's Committee on the Work of the Soviets 
and Development of Self-Governmcnt in drafting a local governme.,t reform act. Many of the 
concepts explored at the seminar were later incorporated in the development of this law. 

By having assigned to them both European and U.S. experts, the NDI seminars exposed 
the participants to a wide variety of international local government experiences and models. The 
experts impressed upon the pa:ticipnts their responsibility to eventually select a system that best 
satisfies their particular needs. As one local rapporteur phrased it: "We have become aware that 
there can be no single approach to municipal problems. Westc-n Europeans have a different 
appro-,h than Americans. The goals are the same but the approaches can be different." 

U. May 19Y6 

The Decembe; seminar led to requests for a series of technical training seminars on 
municipal budgeting and finance for deputies, as well as for the translation of documents on the 
operation of municipal government in democratic societies. 

The May training seminars entitled "Democratic Government and Municipal Finance" 
were held in response to these requests for assistance. During a r:riod when the democratic 
local deputies were increasingly under attack for their inexperience and inability to manage their 
municipalities, the NDI seminars were timely in promoting a practical understanding of 
democratic governance and city management. 
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The May seminars furthered NDI's goals of increasing communication among democratic 
deputies from different cities as well among the various levels of government in the former 
Soviet Union and introducing rele,ant U.S. and European experiences of local democracy and 
local government management. One international trainer noted that these democratic ideas and 
principles "provide models for a free political and social order. They present the local 
participants with a yardstick for their own future autonomous actions." 

The NDI training seminars also acquainted the deputies with directors and former 
presidents of major U.S. municipal organizations such as the Conference of Mayors, the 
National League of Cities, and the Government Finance Officers Association. Ongoing contacts 
between these groups and municipal leaders of the former Soviet Union have been established. 
As an example, NDI facilitated an international exchange of teams and technical expCrtise 
between the Washington Nfetro-olitan Airports Authority and its Moscow counterparts. 
Representatives from the WMAA and the Mossoviet have now met on three occasions to discuss 
mutually beneficial cooperation. 

The experiences of democratic local governments presented by NDI's trainers 
demonstrated to the local deputies the importance of gathering and understanding information 
on both management and budgeting procedures. For example, many deputies stated during the 
seminar that they had no prior sense that they should determine the amount of revenue available 
to their cities and the modes of its disbursement, that they had no idea of how to plan a budget, 
and that they had no concrete strategies for questioning city administrators about the contents 
of a budget. The rapporteurs said that as a result of the workshops, they had concluded that: 
1) "all the documents prepared by the Mossoviet must be mide accessible; information should 
be available to all, not just to a select few;" 2) "there is a need for qualified professional staff 
to assist the deputies;" and 3) "there is need for regional planning." 

One participant stated that the May seminar had "encouraged municipal leaders to take 
charge and influence the draft law on municipal reform that is now being considered at the 
republic level." In evaluating the workshops, most participants said that they found particularly 
useful those presentations covering the methodology for preparing a budget and those providing 
concrete narratives abot specific privatization initiatives (such as one expert's description of the 
privatization of a Dutch utility company). NDI's local government trainers from Poland were 
appreciated for their firs'-hand knowledge and expertise in making the transition to a market 
economy and for their municipal perspective on privatization. Virtually all of the participants 
recommended the workshop on the separation of powers and the structure of democratic local 
governments and requested further work in this arca. 

The chairman of Moscow's Budget and Finance Commission informed NDI that the May 
seminar was "useful, and I can tell you, that we have first results of knowledge that we 
received. Just now we present our new document 'Rules of Compiling and Accepting the 
Budget in Moscow.'" This document is "only the first but very important step in establishing 
a system of balance between the city soviet and the mayor of Moscow. The second document, 
which will be accepted in September, isabout establishing and monitoring the activity of Control 
Chamber. Information which we received in seminar last May, we used in this work, and I 
think you really may be proud of it." In the wake of the seminar, ND has received numerous 
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requests for U.S. municipal documents that could assist local deputies in developing their own 
training materials. The participants particularly appreciated the translated texts and requested 
further materials on municipal management in Russian, as well as intensive teaching sessions 
with individual international experts. 

B. 	 Proposals and Requests for Future Projects 

i. 	 General recommendations 

NDI recommends that future technical training seminars and information transfer 
programs address the following political and economic issues: 

a) 	 division of powers between executive and legislative authorities. This remains a serious 
concern, particularly at a time when some democratic reformers argue for authoritarian 
measures to resolve pressing economic problems; 

b) the differing responsibilities of the private and public sectors; 

c) accountability and conflict-of-interest laws, particularly since the move to a free-market 
system is under way in a society where no clear dividing line exists between public and 
private domains; 

d) Eastern European privatization experiences; 

e) municipal civil-service systems, including the system of job testing, job hiring, and 
employee rights; 

f) economic development of municipalites; 

g) comparative Western governmental structures; 

h) techniques for effective inter-governmental relations; 

i) municipal concerns in unstable economies in Asia, Latin America, and Eastern Europe; 

j) examples from the United States of cities that are well managed and cities that are not; 

k) the importaice of an independent judiciary and other mediating institutions; 

1) the importance of guaranteed access to information, without which a system of checks 
and balan-es cannot work; 

m) the organization of city staffs and the organization of the work of mayors; and 

n) the social and psychological effects of the transition. 
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i. General programs to strengthen municipalities in the former Soviet Union 

a) Provision of videos of city council meetings in United States and European 
officials in the former Soviet Union; 

to elected 

b) establishing a consulting center in Moscow that municipal leaders of the former Soviet 
Union can approach with specific questions; 

c) cooperation with the Union of Russian Cities; 

d) provision of trainers from countries in similar situations (e.g., Poland, Hungary, and 
Slovenia) who can discuss the transition to a market economy and the privatization of 
property; and 

e) establishing a team of U.S., European, and former Soviet Union economic and financial 
experts who can develop, along with experienced translators, useful conceptual 
translations of "how-to" training materials that incorporate an understanding of Western 
and communist systems and terminology. 

iii. Speciflc budget andfinanceprojects to strengthen the technical base of municipalities 

in the former Soviet Union 

a) property inventory that can provide a foundation for mass appraisal; 

b) a basic accounting system for both future private enterprises and governmental services; 

C) cost-benefit analysis; 

d) a process to train deputies on how to set budget priorities, agendas, and goals; 

e) tax forms, data collection, analysis of tax incidence, property appraisal, and valuation; 
and 

f) The budget process and calendar, including budget 
techniques to analyze budgets, and decision making. 

instructions, suggestions on 

iv. Recommendations by NDI's international experts toformer Soviet Union municipalities 

a) reduce the size of elected bodies; 

b) eliminate the raion soviets as independent legislative bodies; 

c) link privatization activities closely to the generation of tax revenues; 
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d) minimize government services but be prepared to form social service departments that 

will provide for exemptions and coupons; 

e) improve tax-collection services; 

f) obtain research and implementation staff; deputies should be able to depend on their own 
experts when preparing budget priorities; and 

g) disclose information on all city soviet expenditures to the population. 

v. Additional Requests by Par'icipants For Future Seminars 

The participants requested future seminars on awide array of topics, including property, 
pricing policy, tax policy, privatization, municipal housing, social welfare, conversion of 
industries, the role of cities protecting the environment, and the functions of deputies in 
democratic societies. 

They also asked for research and publications, such as municipal reform handbooks, 
documeats about the separation of powers in democracies and inter-governmental relations, 
analytical reviews of the democratic management of municipal finances, information bulletins 
containing the speeches of international experts, and a critical review of Soviet budgeting 
procedures in 1990. 

These requests indicate the depth of experience and unfamiliarity that local government 
leaders of the former Soviet Union have with the most basic operational practices. If reforms 
are to succeed, NDI believes that it is important to continue providing technical training 
assistance and information on democratic local governments. NDI's international trainers echoed 
these sentiments: 

'A progressively minded woman from St. Petersburg gave me a Russian spoon containing 
aplaque depicting Gorbachev that was subtitled: 'Russianfood. 'She meant to say: 'What good 
are abstract reforms when actual living conditions aren't changing?' If a Russian woman who 
is basically for reform takes this view. how much greater is the danger that opponents of the 
reform movement will block the road to democracy with the argument that an idea that fails to 
eliminate people's material hardship is one whose time has not yet come. The response cannot 
be resignation. 77e West must increase its commitment, must give concrete economic and 
administrative assistance. Only then can political and personal freedom be won and secured on 
a long term basis. " 

Hartmuth Wrocklage, Chief, Civil Service Finance Dept., Hamburg, Germany 

69
 



"There is a thirst for knowledge and expertise among Soviet local officials. Intensive 
public administration sessions should be offered by professional experts as well as their elected 
counterparts in the West... How to govern, how to establish a system of governance in a 
democratic system, and how to structure such a system are the questions Soviet local officials 
are asking. " 

Zev Yaroslavsky, Chairman, Budget Committee, Los Angeles City Council 

"Alot ofwork is needed quickly to ensure that the new democratic bodies do notfall into 
disrepute because oftheir incompetence or the increase in corrupt practices. " 

Rita Hale, Chief, Local Government Division 
Institute for Public Finance and Accountancy, United Kingdom 

Olt seems to me that ofall the activities that are being conducted within the United States 

to help the Soviet Union, this is one of the most constructive and innovative. I think this wa 
a real chance to 'do good.' We spent time discussing concrete examples, and I think that not 
only did the Soviets learn more about what it means to run a municipal government, but the 
Western participants did as well. " 

Marshall Goldman, Professor, Wellesley College, Massachusetts 
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APPiENDIX I 

DEMOCRACY INTHE SOVIET UNION:
 
ONLY BRAVE NLW WORDS? ND! Repons
 
by Walter F Mondale Fall 1990/Winter 1991 

The grim sinaon L.io<scow quckly dispels any iuson that the old order isdead. The oppresive 
foc'ofothe cenual burmuaacv is as as the thato(chaos: theold pol tual nfi has been2prv2s 
otred by a ew rnuh2of money and guns Eduard Shc'ardnadzes surprise rsgnaoion and the rnaii 

tary acwwn in thc ;iC states have dcm'atrmstcd the conunuig power of the Sovet muityand 
the KBG. A retum to z,,L-utomhip has beiome afeaf fxssibdir. 

In the mKist of thAs turmod. a few hciv"s prsvere The- are the dernxxr2uc reformrs who hold 
key pc uons in many of the Soct Unon s buget oues. If thev do not survive, the prospects for 
Sovwt dmo.racy,' l so fade LnfortunatcJh. thei" mdndow of (ppor-rutv ose a bctt each day, 
and they havc prtx.os lWetttume to show that dcmoxracy works 

The new leaders we in ahurrv Nt. the" am burdened %it ak-pcy of(Lornic Laustrzohe. In 
thes crcunstance. p)p-.e turn to the dangerous myth that authonutnan rulers are better able to 
control an economic cr.s.s The r formers must show that democratic gov-nment is not for the 
good tmes only. it can also manae in emc.genes. 

The newly-lected dcmocrwic leaders of local governments have two basic objectives: to 
develop asoaal and economc base for democracy and to learn how to manage government. In the 
view of Lenngrad Mayor Arutoy Sobchak for crmplk. dercxracy can begn o' by malkag evey 
Soviet an -owner Fr r .h (*,ow-dcpurv nuu Se.-ge Sutnkeich. on the other hand. the r'formers 
am doumed f they do not acquirr p.-act-ca ,crtsc i the decratic manngement of gO"%rmenL 

Until recently, the ,itics wcre tun by Communist Pa:iv bosses and the city councils were 
uwnect,ze bodies Toda,: th se unwieldv pIxijt.(icaihs arc trying to ac(lUre tibh power andi orga. 
nzun. WhWlc the atv counols of %loscowand lenmgrad ame dornated bv demcratc refonnas, 
about 90 percent of thcsc r..crr.ber- ame new The councis are burdened with -4O to 500 members 
each. Moscow also has 33 separte dLstncts. each with its own counciJ of more than 150 memrbers. 

The new locl leaders have atho,sand questxons: flow do Westem ot.cs raise t.Lx-s' How do 
we pnvatize? Do r'tctn mavors h1avc nongovernmental sources of u'xorn0 Wlat should be the 
powers ofa cr oecuue' Who should own pubbc housing and Lind - ci. or the dstnci councls? 
How should oes regu-Ltc businesses kcated in thet jundictos ) 

These ax urgent qluesios. and A~imer dffnxr-aoes ax in a positon to offer pracumcl answes. 
e cn provide targeted tect.r.l ussita e to show hIw these reformers might make dkmocracy 

wor.e can produce manuals on ot government c'uked fnom European and Anxnu cqxenences. 
\- oan demonstratc that dn rxxracv mem not only kccentraLiatxxr. txJt al aleumtc sharing of 
power wTm.g dfeTrer', of-,,c rovncment. And we can offer advice on how to institutionalize 
protectxm agAuins pubL. coruptxin. whi.Kh may b the mom senous thrnat to na~rnuring the Soviet 
pub6c's trust in the.r em*'ng ,o,, mncr . 

The ULst must bte con"r--rri % tn th .SoitLnco. - Lnpact on ,otk1 sc-unrv But we also have a 
stake in suppor'tng Soviet de'mocr2tc forces. Thcsc ar mutualv ,uptrnnvc rather thin mutually 
=Jusnr pnontxs Pr assistance wxuch dcrnonrsr's the scope as wei as tlh J)cu. bits of local gov. 

emnent poer can he!p tjild the public ust necessary for a stu.Nc and democrati Soviet Union. 
We should not a ow the new voices of Soviet democrac" (o fade away, to rcmain merely a few 

tI2ve new words 
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APPENDIX "1 

Rising stars hungry to learn
 
about democracy
 

lEow IM C',ofo OM Ma Jroo"W P Rty J Ws 

4= 2S~ 'o-S f 
ft Jmop P. Riley.1r. 

I hav always Liked and adired (former vw'e 

presidet] Prnt Mondale. od I regret for our countrytt be never served us as president Moodale LsRU 
cMaIrnan of the board of the Nstjoosl Democratic 
IsUtute. the spe.. r of the Mosow con/ero t in 
wbich I partic,atd I have always tried to see if 
important anu powe.-ful people had a genuine sese of 
humor For me. it Lsi good telltale sig of theu over.
all te,..riness 

Fnt Moodale has a twinkle in hLs eye. a sell-
depricatuig sense of humor, a gentle needle bandy for 
hu fnends and. above all. be domes not take binelf too 
seriously 

I wa seated next to him at a banquet durig the 
conference Tbe vice mayor of Moscow bad offered a 
toast and Mondale bad appropriately responded
Later. the bead of the Democratic Party of Ruma 
was offering a toasL and as he was coclodng. Moo. 
dale learned over to me and said. 'Joe. bow about 
responding to ths one.' enjoying a httle bit my lack 
of nTice or preparation I responded 

Moodale takes very seriously b work as chaurman
of tM NDI He has also led delegations to Eastern 
Europe and South America 

I have been involved in Situations in the past wbere
famous people in honorary pesitions make a couple of 
cameo appearaef,. and then excuse tbernselve%. 
leaving the work for other-. Not Mondale lie was at 
the meeting the whole ime lie never acted hlke he 
tbought he was important. and be was willng to give
the same amount o' energy to thLs effort that others
did He was thoulldtu! and impressive I have always 
seen Mondale a- an older Eagle Scout He is always
willig to do ILs dut' and does it with a smile 

Durig hLs remarks opening the conference. Mon. 
dale told the Soviet officials in search of democracy.
'if you faill we all fail' 

Anianly Sobcbak. mayor of Lenigrad. rose to ca. 
tion il prominence last year when he succesfully
challenged the reappointmnt of the chairman of the 
Foreign Economics Commission. alleging nepotum
and trcompetence Such a challenge had never been 
made before 

Sobchak a quiet former law 
prolessor. became an overnight 
star Already. his name is being 
mentioned as a future president
of Russia I found it interesting 
that Sobchak. as a law professor 
got in trouble in 1973 when he 
submittd his dissertation which 
suggested market-based re-
forms His dissertation was re. 
.cted and he was seen some-

liSo9s h w. as troublemaker 

1w NEWs w11 Cdlritr/THE EVENING POST 

RILEY IN A
RUSSIA 

S A . 
We got to see him in acUon 

After Ls speech to the group. be took questions, and 
a member of his Leingrad City Council accused him 
of not moving fast enough toward democracy. Sob
cbak scolded his accuser for his Impatience. He said 
that democracy must come. -step by step*

Sobcbak exemphfied the tension of tranmltoo that 
exists On the one band. the radicals, as be caUed
them. are pushing most impatiently for full demo
crati reform On the other band. be sees the old guard
ready to reuitiate the ngbt-wng totaLrian govern. 
ment He told the council member that the radicaLs 
want to get nd of tum. they can try lie was just goI g 
to try to do his best 

Sobchak seems to me to be just what the counuy 
nees - a leader with the courage to take the middle 
road Sobcbak sees thLs year's food cruis as the 
greatest danger to democratic stability *DLaap
pointment in democracy.' be said. 'can lead to ac
cepting tyrannucal leadership.' 

Sobcbak told me that it would be so belpful to
Lentnp'ad for an American with strong expenena i 
local government to spend a year and a half with him 
simply belpLag him to get thougb tbe day-today.
nuts-andbolts problems of run g bi city 

Sergei Stankevich. deputy ry syor of Moscow. is 
slight of buldd. and his closely-Jropped Ught brown 
haur and yothful face make hLm look even younger
than his 36 years lie. too. Ls a promnment mUocal 
leader This year. be bolted from the Communist 
Party at the same time as Bors Yeltsin and Anatoly
Sobchik He aLso is a member of the Supreme Soet.
 
but has tum4 his energy to local government because

he believes that it Lsthe best hope for the success of 
democracy in Russia I think there is common
 
agreement that democracy has to work at the city

level if it s going to work at all
 

Stankevich made it clear that there is reason to fear 
the los of democracy The old guard is arguing that
the only way to solve the pressing problens Lsto re
turn to an autocratic system Stankevicb said. 'Our
choice Ls clear, we must confirm our democratic 
choice * 

Moscow. with its 8 rrllion clUens, has a larger
population than 44 states in cir country But since it 
isso oriented to government, there Ls little production
Stankevicb said they must sponsor an age of 
privazat.lUo lie believes the moist intelligent course
is to pnvauze the retail outlets right away They are 
composed of mostly smaller uruta. makuing it easier to 
accomplish lie needs an ettraordinary amount of 
help and esperne to pull thi off. Remember. every 

CUwnston S C Decomor 23. 1990 
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store is Dow owned by the government The tak is 
huge and It is imperative to move fast 

Stankem b sees Mnscow eventually as a cmter of 
modern technology - a cultural. governmental and 
tonst center If perestrmk~a works. it would, of 
course. have an extraordinay opportunity for a huge 
tourist boom 

Keep your eye on Sergei Stankevich He is a leader 
of the future 

NLkolai Fedorov. who has short. coal-black hair and 
traces his roots back to a tribe in Mongolia. is th 
quintesseoce of a sel.-made man. He won for lumself 
a legal education and is now the minster of jushce 
for the Russan Republic and a member of the Su-
preme Soviet (their Cuogrewl And. be's only 32 

Four of us met with .edorov late one afternoon in 
his impeccably neat wood.paneled office in a building 
that only recently served as a Igh school We chatted 
over black coffee and crspy waferlike cookies He s 
currently drafting legislation dealing with the 
pnvatuitoo of property and the status of the city of 
Moscow Both are extraordanly complex problems 
Fedorov said that he is in greL.t need of "intellectual 
help. particularly with p:ivatzation. as we have ab. 
solutely no backgrvund " 

I asked Fedorov about his concern for the intermal 
unrest, lie said that it was extremely senous and he 
tegreater unrest abead fie said sometlng must be 
done very soon. -We need foreign capital and civilized 
prtvatutaion." be said 

Concemng the food shortage, he has a lack of con. 
fidence in their food distnbiaJoo system lie said that 
there is a great deal of incompetence and e Ls afraid 
that food sent will be stolen or will rot (The mayors 
said food should be sent dfretiy to the cities, thus 

ssbort-curcwting the system ) Fedorov said that it 
better that we give them new tractors ie fears that 
noting is not far away if the food crisu is not resolved 

I asked hum what hini bigge3t problkm was i terms 
of administenng justice in Russia fie said it was the 
need to train lawyer. and judges Itussia has 14.000 
lawyers. Germany has 60.000 lawyers The United 
States. somewbat I;rger. has 400.000 lawyers (I know 
some cyncs will immediately recommend that we 
send manv of our lawyers to Russia ) lie s seekiog to 
double the capacity of their law schools next year. His 
petatest nted ts law profcsirs who understand pri. 
vate enterprise They have zone 

Amost amazing tWng occurred at our meetng with 
Fedorov When we went into his office, there was a 
youn woman itting in the corner of the room She 
was a reporter from a new. fee newspaper Fedorov 
asked if we objected to her covenng the meetng and 
d we would be willing to be interviewed by her when 

over Of course. we agr.'ed What a change Init was 

Russia. the mini ter of jutict used to administer fear. 

not justice Thuisnew minister of justice was holding 

meetngs open to tee press When we left the meetng, 

we went out into the black. cold early even:nr of Mos. 

cow I think at that moment however. I had greater 

optmism for democracy working than at any other 

time Freedom is best assured when there is an in. 

dependent and competent system of justice Keep you 

eye on Fedorov lie is a leader of the future, too 


S.. 

N~kolsi Trarkm i the top tegislaUve leader for Io-
cal government and president of the Democratic 
Party of the Soviet Union If Trafki looks like a blue-
collar worker, it is because be was He is slender. 
about 1 feet tall. wJh thin, blond hair. orominent 
cheekbt,nes and a gaunt face He looks a bit uncom. 
fortable with a tie snug to his collar Tra(kin started 
as a bric klayer then became a weler, and now he is 
the buil Jer of a new order in the Soviet Union He is 
probat ly closer ,o the mold of Lech Wal.sa than any 
of the other leaders we met 

TrsIkml 45 at most. is the organizer of the Demo
cratic Party in Russia. the main challenger to the 
Communist Party In terms of membernhlp Traflkln 
helped open our conference. stattng that the coefer
ence was 'the first contact between polUctaOs Of a 
civilized democracy and politicians in the Soviet 
Union on the issue of democracy " 'Before.' he said. 
-our meetings were on disarmament- this is the first 
meeting on democracy " This popular leader has two 
main interests - political party organization and the 
restructuring of local government 

Most of the outspoken leaders for democracy have 
either remained as nominal communists or left the 
Communist Party. but not ablPed themselves with a 
party Boris Yeltsin. Sergei Stankevicb and Anatoly 
Sobctiak all bolted the Communist Party ths year. but 
have not aligned themselves with another poliUcal 
party Trafkin feels they are making a mitake aad 
should join his Democratic. Party Trafkin said that 
only 10 percent of the members of U.eir Supreme So
viet are conservatives .*efending the old guard. and 
yet this 10 percent is able to hold up debate and pre
vent rr >Cress because they are so ,)rgatuzed He sees 
increa.,.ng nembership in the Denoratic Party, par
ticularly at the local level 

Traflun's other mission is the reorgamucn of lo. 
cal government 'This is and should be a top pnonty 
The current system of local government Ls diffused. 
confusing and ineffective -They were not designed 
for the purposes they are u3,d for today. so we need 
a different structure You cant carry vodka in a has 
ket." argues Trafkin Until local governments are re
structured and can work with reasonable efficiency. 
democracy is going to have a tough time 

Jerzy Regulski is not young. nor is he Russian He 
is about 65 years old at times looxs much older le 
appears to be bone weary if not exhausted He ought 
to be I met him first this June in Chicago lie was sick 
with a bad cold In Moscow. I saw hbm agai. He was 
sick with a bad cold lie has simply worked himself 
into exhaustion lie is the father of democratic local 

ie has bad a busi two yearsgovernment in |'land 
For the last year and a hail. he 

has been in the Senate in Poland . 
and is minister for local govern. 
ment Last Ma). 50.000 Poleis 
were elected to positions in city 
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government Just as in the Soiet 
Union. not one of these 50.000 
people lhad any experene in de
mo'racy or in running a govern-. 
ment They were starling from 
scratch in most difficult social 
and economic times committed 
to making democracy wor but Ragu:ski 
having very few idea; about how to go about it 

I got to know Hegulski last year when " , -ame to 
the annual meeting of the t: S Conference ,' Mayors 
looking for our help in setting up a similar c -gauxi. 
tion in Poland Since then. we have sent a deiegation 
of municipal off:cials to fPo!3nd and they are now 
setting up such a conference The transition in Poland 
to a democracy thINpa: year has been remarkable 
and is a tribute to this tenacious intellectua: 

ReguLski set up training centers for local govern. 
ment officials and since May. 40.000 officials have 
gone through these centers lie has developed a 
weekly newspaper for local governments that is sold 
to the 800 municipalities in Poland. and which is pay. 
ingforitself lie has sent 2.000 PoLisb elected officials 
abroad to study in other cities and has succemfully 
introduced reform to local governmental istituutons 
A marvelous model for the Soviets. be is one of the 
world's unsung heroes of democracy 
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APPENDIX M
 

OLOCAL OFFICIALS' KEY ROLE IN ABORTING COUP"
 

The following article as excerpted
 
Cities Weky. a publication oftbe
 

%Uibirngton.basedNational League 

Municipal reform ts a complicated
Loca OfiJTJC2s' Key task Sosici ot~shavan o~rrun~gRole inAborting Coup umber oforesponsibilities- they rnnRole n Aboting oup 

industrial enterpnses. for exampleev6vTAOOLIle- Thes air rrajor mndusgn and rcwdenuaJ 
prucri o6-r-NT'he arinwrd in 

Amencan teleision aud:ence, have C'IbcLkt",)ut)UfLd5tzKsidjJ.gOfcxyj 
become familiar with :he names ard In short they perform many of the 
bcescthu;rgmu R-uss a Rcpubt functions that our pnvatc sector and 
Presdent ots Ne!ln.the t"o.r natxoxJ government normaly 
dent .Mkhad G.xtxe''. even "Nrcadxx rwrlom)" 
of the plooem o(f Net- the newly elected ctmv councilthe coup in the So,,.et 
Lruon ictinvwam'a bersot he kx membcr%who must address try con. 
9 C U 9 b , , ofmonxxrc v.stabth,"Twtn paJrd a Luim U.nrA>- -n in Ix-',t O xJen


lutd bt oi in;)rvet~n a ,rt lu,,e.Ltt.k C lft.ntnal lW audma £dP.=W U W=,O, cpcttce 9.l h rTAe(Iced but critical roic in ;)rC,etinga ew teMe irtually no)hn.icai sklls andi 
return to tcuariasmD,'s .D* I' I w P as n
 

In the cities of Mosc(.- and I"M ,l,,,In oliv, undut(nding ofdemocrati govern.
epbwv 

Leningrad :twas the Maors Gavr:il r S ftl ment ifitoricaiv tne muni.ipalities 
Popov and Anatolv Soh('hak. their have been rutn hv (ommunist Partv 
deputies and council members who Britain Svcdcn.Germanv and the bunnaucrtL5 \%l-:i I ws them in M\j,, 
called the proW!c out to mr. te tami. Netjh.r r4,, aj fx)JtJ(J Lnstitutw)O.fini fct. I f( txd in 
Lnden. and c(xxtl ti,Ufln of .fe.' f  Former Vitc Pes.;dcnt Morx2;cei d -sarr, T, c(.,-m-n uL., tud cr.',urx 
'.atw to XXj fton the Rukv.Ln pXru the first biparnan delegation My col. 1ht:(x-xai (ourn., %%r.Inswortisothe 

ment ,henre Neum va hcatki.init:.d eague , in this process have inciuded Maor . tk -.rxum.enL' oc acacds. SOx 


h:was frm the rooms of the .oscow .avrx% Torn %h"Cgv Cetwe Latimer and wich ,,l4Cx(i the way thare told 
City Council on Terska.va S:rcct that Jocph Rile,.and New York Council. Without much txlwcnence and in a 
word 9,ent oit to !oci cuncaLs acrts worran Rn"ie F.indtg as eU as,Kblu, penod of profound pohtical turmoil. 
Russia to dcnv the lcgitimat\ o"the \on Dhn.i the former Mavor.(kv. t!v (IM,(u iJ enbers am strJug 
coup aginst Gwtach-" cmor Ilxr.jrR. crrm.An with .,rndamental questions how to" arxije-

I know many of the !<Kal officials Regulso Poland sI nder .Secrcta.s of iivde jxwe--ctxt.cn etxecutive and 
who pafrcipated in tho,rwyvrmcn.-.t k% lfoeState fo. IU, GosrerT'j,.ent Icgislativc trincnecs of R(enment. 
a represcrtactic of the \ashngton. In ItW." t4 f "Lan . , ,'.*'c .;Jtoassenar .he xz. klI) as( I 
Nil" Natwm Ik-n.ortx L't:wc f' \DI !Nrct't:.'. fron ':.a:t rot the .uX!t,,t u . '' 'a the rp ut> 
Internat:onaJ Afair,,( NDIi %hch ha, (!:t.'-% It or r"n r'.aioral levcl, and how toNautoa. iap.;t: ). 1) r.%kru m. 

i|'J' irt\lI);:.-. - ek flkt-al s%stemh)ecn cot:'(ling a mL.o. :(, .' ." , tiecl, p.i .apable of 

So%ite,.n::m tc'i| and: pr( .'program int. r e %in'c ar% (Jdh.t'.!dt.An:ng rT.n'k'U.SX ...d pirxult"-g rauLs 
I In,% .. .:, :ne b, ): cAuLgus. l'ON) Cr,ctj o).rw A% u,: gram I:).' a. o it ". % I:: 1: 'lI T1e" IcC :P ai As,itan c in 

Leningn.a( last Ti.cer - ( n.- I' vg'.enp. to .' .. Lud-.auatn'l n ;)n j.t .ith I; n s , -.£%',.. %t%' armseas xt 

Sollcaguc,. licd aseries of trainin g I th s ()aI i (:.:i Th tuaUo:. ,Lt;(.i;.. housing. w rOi,lix ()n Rt,

,c(.stbo, IC,- bfy,:,j .jtJs( t :1s",jlt.", l"at l,, :rto .L':.I:txh'.l::
'.)(Vv,.,,-L:5J mr, ntx-.-, :n 

ardadmar--trato .n)m ,,,'a Rusia an rlentatie: I Q .n Ik'krx,, jr:::'. (i In (X t(;- ,.r ll rter.: tc M1 (' 
J"Li sC-x '1t-t it\I ( .ind I r':gral %1.ih NDI in order to54.1 okLit.,i the tC- a tte-C ltx', \C.i( )l' ;5 V (M .j:( TIT'.'T 

on i0 u %ri.p: O. 1 trom .p ratt(.n .:..s ' 'ti%%i.hn-cm er."T c '' i ,iL ,: ta.i.l::r', .( i:II c of -the 
(4 O ,'e% fn %'a'urc"C'c .n.Iitd (.ota.,go4. gi r'T. "hee :.il.' ule C! 'W c .Mi' a,(.it:n (.c.,.. In Irl ungri 
:fleflLS i ~ruo qt.tw:s (:t niuni:v .!I.- X4 SCi.K (.it% (.:iCtra it icC rnical aspects of 
pal tI,'~c:ian't. utd x::.c cxt't't.", t¢Fnnu 1'A) |t tea~h... i;)a. :lr:g au:dhi " nt't r:.t t) inn'c. Let 

"rhL tha shcond ot NI)I demoC rati( -hortcrs lk fu, s'te,:jtc::,slarge. Ma',sor r)t ir.proLnrg tiem 
Tie mt neetw. 'tt ..... axstx.csck*t-un g .rarur- rg h, tnLc: X.4. r-. :.. the [nt K J trur . v th ." v) 

ws held in %k),soA Lf DetctxI(rM Segei Sunk'kh in N I r t hj,. her Cc ,xntC::%exj 
The Institute s international experts. rutxna vkrKrn Fv-=,txucs- .ith s. .t 
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State oa Mayor. Elecijoos 

41t %/6J7B Itocow ,fOSKOI'SK4Y. PR'D.I 
,IR.,st a o; V/pp 

Pro'.isionai Regulations on the Maor of the City ot 
Moscow and Procedure tor His Election "J 

Tcsltj Sectio. I. General Provisions 

rnlcle I. 'he .\hyoror the City of Mloscow 

The mayor of ihe city of Moscow is the head ofexecutive 
-ower Ii is not permitted to combine the positions of 
• j. or oi the %tlvof %losow and chairman of the 
Moscow 	 ii , Soviet ot People s [tputies The mayor oi 
-- r it%. \fo " .: deputy .,% .t cannot Ic he opt a 

;'s.cm oi eteculi{'.)-owerol cii' isbased on principles
of unit%oI authority and personal responsibility 

The ma.or isaccountable 

-in the sphere o" junsdiction of republic organs of 
power-io ine RSFSR president 

-,n the sphere of jurisdiction of Union organs of 
ower-io the USSR preuident. 

-,n the sphere o juris4iction o local irgans ol'power
:o decisions ol the Moscow Ci.o S viet of Peoples
Deputies 

7he s .",%ni :?t mayor o the c;t and of his depuiv i5 
!s1abishcd 0% thl Moscow Ci.l S )ticl 01 People s Deputies 

tilrick 2. Basic Po-ers of the lta.r of the Ci' of 
NIoscowA 

-he '.jor i'.rrs lil'crCu i' Ortans and bheats per-
•)fJI r Wof,%'ni. !! :1\ an etcculion of! li'i their 0h and far 
Ile aw% ' "' RSF%R and I 5R .nd orm ti. e icts 
.:nd rc'.siul.t)rn A) he (owk10sni% )'.oit 

-lie ma,, ras :rr fitn. 

- 1,)app in: 'Ne heads l V'tCC-JiI'c lfrgn% 0 Ihe il% 
nd rcr'." rirm trom :hCir frosi;or. including upon 

. %ll" :.e %to) ,)i.1.i.% %1 Icl 

i,.e :urisdiction ot ,i\
make" \;Ccciion .,itlhin- m-) 


•reans 	 ,i.,o%%er with :he ctceplion Il1 norm. 
rescriO:ng and other decis;ons o tihe Moscow tit% 

SOliet ahich are within the ecllusive )urlsoiction f 
sessions o the Moscow Cit, Soviet 

-40 introduce draft restlutions for priority examination 
by standing commissions of the Moscow City Soviet 
and in its sessions. including the draft city budget' 

-4odisalow, with justification. a decision of the Mosow 
City Soviet within the course 0 one week from the date of 
its adoption. The mayors veto can be ovemdden by & 
majonty %,Oteof elected depsuties of the Moscow City 
Soviet. If a decision of the Moscow City Soviet is not 
dtsalkoed by the mayor within one week. then it must be 
signed by him after the chairman of the Moscow City 
Soviet and adopted for implementation. 

Article 3. Main Funciion of the Mlitior of the City of.Moscow 

The mayor, inaccordance with RSFSR and USSR legis
lation and decisions ot the Moscow (it', So%let.ensures: 

-egal and social protection ior citizens. 

-management ot the city econom-. urban development. 
and social development o the cit% 

-ofulfillment by the city of its functions as a capeiU and 
the city's receipt of appropriate compensation from 
organs of state government 

-accompishment ot economic reform. 
-allocation of land in ihe cii. oi %loscow and of city 

assets. on the bjsis o) norms rules. and regulations 
established b ine %1oscow Cit' Soviet within the 
framework of RSFSR laws and under supervision of 

the Moscow C'itSoviet 

-implementation of the city budget approved by the 
Moscow City Soviet 

The mayor presents a report to the Moscow City Soviet 
at least once each %ear on the state of the city. on his 
activit' and the acti'.i, ot esecutii-e organs 

4nkk 4. Correltion eween Powers of the Maim. 
M cCirv Soviet. Raon Soviets. and the Letltalld 

Ci" Soviel 
In the event contradictions arise htween decisions o 

the %osco ('.i%so%'.)c anO d;son%oi the ma'or the 
decision ot the %1oscow (, ito. N r: %s!'nial 

The %losco. ( .1 s,) l'$ :he reftl to acdOpt resOiu. 
:ions on Ihe %.spn si)n 0. "r.a. o! Jc;%'ion% d.reci'l esl 
ithe ma'or is c:iisa ;x, n :n.hee'r.rssion oi 
ick oi cin!'lden c in 'e ni in.ub '.'. -'Ce leI'e ma'.cr 
ioljias l3w, mith" RrSR c-r I ".k ', $csisions01 the 

\losco,,, t l.l,% ,c In :he c' ,) jrp. ' $in ui Lackn e 
.)!%orfl'idC'..C n :t'.C va.iijr :,, .. o lirt' ,ie of Ihe 

o)1 :!', \t().'.ow !.ci.,lected dcr'ulics i il ". m3aOl 

ri.in r . j n'.erf i ,:' *,errid' , jrt led Cl lhe 
,;UClIIOP.fl01 hcad.oi. s'.."tcd'uie '.o\{ra ,,ol.'¢lOnS5u 

The ma'or :oes -oi !,ac -. e -Olo Jisioh'e Ihe 
\Ioscow t o lti.)Ovor rason so% icis ot people s depu
:ies. or to alter the administraii.e.terrilorial division ot 
the city into ra,.ons. 
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Executive committees of rayon soviets of people's dep
uties have a dual subordination: 

-in the sphere of junsdictton of the city orpns of 
power-to the mayor of Moscow: 

-in the sphere of junisdiction of rayon orpns of 
power-to decisions of the rayon soviets of people's 
deputies. 

The nghts and powers of the mayor established by these 
regulations are all-encompassing. 

Secitio 2. Eleirions of Mlayor of the Cit o4 Moscow
 
and His Depaty
 

irficle 5. Electoaii Commissions 

oranization and conduct of the ciection campaign for the 

elections of mayor of the city of .Mloscow is imposed upon 
.he Moscow City Electoral Commission for the Elections of 

People's Deputies of the Moscow City Soviet of Peoples 
Deputies. The commission is guided in its activity by the 

RSFSR Law On the Elections of People's Deputies of 
RSFSR Local Soviets of People's Deputies. unless stipu. 

lated otherbise by thiese regulations 

Decisions o the Moscow Cit., Electoral Commission not 

in contra',ention cI these regulations or the above. 
mentioned law are obligator%%,ithrespect to execution 
by ra-,on and precinct electoral commissions. The com
position oi commissions ma, be espanded through the 

inclusion ot additional members W. decision of higher
echelon electoral commissions 

, rticle 6. Nominaton of Candidates to the Positioe of 
Mayor of the City of %lowa.,r 

mayor isN'omination of candidates to the position of 


accomplished by means of petition submitted by citizens
 
permanentlv residing in Moscow and having the nrgh. to 

i1000iOe signatures. with last names and home
 
Addresses indicatedi There is no limitation on the number
 
ot candidates nominated Self.nomination is permitted
 

nritcle 7. ReisftftiOfi of Candidates to the Position of
 
of losco\labor of the (it 

Registration of (andidaics to !.e position of maor i 
jccoTpiished t1%:e ,ltsCo" i '- Eiectoral (ommis. 
,ion :olloA'r.t preSrntation ci fle list ot pition and 

.ritten consent di ioc andidate i run for Ilection along 
,ih ndcatiofln oi , r.namilicd andidatc :o :fhe pUS,. 

-ion of deput' nsjor 

%rticle8. Elections of Nlaior of the ( it%of \losco'
 

The ma.or oi ,he :\ ,i). \Io' .*c *. '% toeether %uitl
OCIU 

.1is devul. 1) -jnirs.ai direct ccrei nallot r 'e term
 
,)I otfice ot the %losCO, it'soit ot Peopie SDeputies
 



APPENDIX V
 

EXCERPTS FROM A REPORT ON LOCAL GOVERNMENT ORGANIZED BY
 
THE CENTER FOR APPLIED POLITICAL RESEARCH (INDEM)
 

NOVEMBER 1990
 

The following report was prepared by the Committee of the Supreme Soviet of the 
Russian Soviet Federal Socialist Republic (Russian Republic) on the history and contemporary 
concerns of the Soviet of Peoples Deputies; the development of self-government; and the 
organization of municipal soviets in the Russian Republic. 

FORMATION OF THE SOVIETS 

The soviets, organs of collective leadership that spontaneously arose in Russia during the 
course of the first bourgeois-democratic revolution of 1905 were originally without sponsor, but 
eventually turned into a workers' movement. The very experiment of the organized labor 
struggle prompted this form of organization within the government for both the leadership of the 
strikes and for the presentation of lawmakers' demands. 

When a strike went beyond the walls of a single factory o,plant, the soviets served as 
the unifying force for the various enterprise deputies, creating a single entity -- the soviet of 
deputies to which workers picked their own representative deputies. 

One of the most notable traits of the soviets isthat they arose first and foremost as organs 
of proletarian class representation. One can find in many docu,.ients written in factories or 
plants at the period surrounding the 1905 revolution mentions of the decree that deputies were 
to be chosen solely by the workers. 

At first, the soviets limited themselves to the organization of strikes, but gradually they 
began to actively assume the functions of government organs. Ihe soviets abolished rent, taxes 
and the collection of arrears and introduced an eight-hour work day. Furthermore, by decree, 
the soviets introduced frce cafeterias in the cities, organized tree medical cav'! and the 
distribution of medicine. They also transferred many government operations frrn state control 
to worker committee control, such as what occurred with the railway administration. 

In many cities, the soviets founded armed workers' detachments and other military 
formations that gave them the ability to operate not only among the masses where they had 
growing authority, but also against the officials organs of power where they could rely on the 
threat of armed might. 

The soviets often disbanded the bourgeois organs of local self-government (municipal 
dumas and courts), condemning the "thugs," police and provocateurs. The soviets of Moscow, 
Kostromna, Clita and of many other cities acted in such a manner. 



Among the p;,mary goals recorded in the regulations of a majority of the soviets was the 
formation of general political tasks of struggle against the autocracy. The deputies of the soviets 
not only worked out the decisions but directly took part in their fulfillment. Most of the 
estial questions were decided by the deputies collectively in general meetings of the soviets, 
which met two-four times a month. Between meetings, deputies worked in executive bureaus, 
commissions or strike committees, continuing the activities undertaken by the soviets. 

FUNDAMENTAL DIFFERENCES BETWEEN THE SOVIET GOVERNr"ENT AND A 
PARLIAMENTARY DEMOCRACY 

The distribution of power located in the soviets was conceived of and panil) tested by the 
statute!. of Marxism as an antithesis to parliamentary democracy. This form of government was 
choser, for various reasons, but the primary one was the idea of dynamic transfer to a society 
without a governm.nt, in essence to universal self-government. This form was used first by the 
Paris Commune and was later adapted to become the Soviet Republic. 

The fundamental differences between a parliamentary government and that of the soviets 
are as follows: 

1) Replacement of the principle of the division of powers with the principle of the "workers 

corporation;" 

2) Replacement of the permanent army and police with the militarization of the people; 

3) Organization of a single system of organs of power -- from local to supreme; 

4) Formation of higher soviets from the composition of subordinates that would evolve 
through mui-stage elections;
 

5) Replacement of free deputy mandates by imperative mandaes;
 

6) Permanent renovation of the organs of power -- the absence of a term of authority or a
 
very short term of authority for the deputies of municipal and rural soviets (three months as
 
ac-ording to the 1918 Constitution of the Russian Republic); and
 

7) Mandatory calls upon the citizens to participate in the gove.nment.
 

The soviete; from t'le beginning in February of 1917 were regarded as organs of 
government as orposed to the tsari.:t government. 
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The first group to be organized was the military. In order to gain governmental 
authority, municipal soviets formed military-revolutionary committees, otherwise known as the 
Red Guard. Also organized were workers' militia and other such organization., that had the 
military capability to actively fight the counter-revolution. 

CONGRESS OF SOVIETS 

Gradually a system of Congresses of Soviets evolved. Also created in this period were 
committees, commissions and study groups accountable to the soviets and their congresses. 

Once the Congresses of Soviets system was ratified both in the cities and in rural areas, 
the soviets became political organizations and, in essence, created the new form of political 
power known as the dictatorship of the proletariat. This new form of poli:ical power evolved 
out of the historical development of the worker's movement in Russia. After the October 
Revolution of 1917, by decree the soviets became a legally accepted stwe entity -- the Russian 
Soviet Republic. 

In real life, this model was not embodied. Therefore, the form of government existen: 
in .he Soviet Union could be characterized more accurately as a quasi-soviet type. Until 1936-

I., the structure of government was expressed in the following: 

1) Elections were conducted primarily along production principles; i.e., in enterprises and 
institutions; 

2) All people who 'id not belong to the category of workers were deprived of their voting 
rights. This refers to persons who utilized hired labor, private tradesmen and middlemen, 
religious leaders and others; 

3) There existed an uneven norm of representation between urban and rural residents, in 

favor of urban dwellers and other deputies; and 

4) The soviets could expel both themselves and other deputies from their own ranks. 

The initial measures of soviet power met resistance from the old structure. Therefore, 
in the early days, the suppression of this resistance was the most important task of the Soviet 
go-ernment. Municipal soviets intercepted attempts to overthrow soviet power or create 
opposiion to its policies. They broke up those organizations that manifested hostile relations 
toward the soviet order by carrying out arrests of the participants and confiscating property. 
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THE LOCAL SOV[ETS 

The local soviet organs were entrusted with the right to introduce decrees that pertained 
to daily life and to measures regarding the economic and cultural development of a given 
territory. 

The higher soviets were entrusted with all soviet activity within the bounds of a given 
territory, control of lower-standing soviets, repeal of decisions accepted by lower soviets and, 
additionally, the estimate of income and expenses of the lower soviets. 

Article 97 of the 1936 Soviet Constitution states that local soviets of worker deputies 
control the activities of subordinate administrative organs and the defense of civil rights. The 
local soviets responsibilities were to manage local agricultural and cultural development and the 
local budge(. Loca! soviets were assigned the right to accept decisions and mete out orders 
within the limits of their authority as decreed by the laws of the Soviet Union and the Union 
republics. 

With the decision on dir.'ctive organs in 1965, local soviets srcnghe.ned their influence 
over both the development of industrial and agricultural production and the monitoring of law 
and order. The soviets began to insure that the consumer and social-cultural services necessary 
for the general public, existed on the territory of every municipal (or city regional) soviet. 

With the decision on directive organs of 1971, the local soviets were transformed into 
the central link of government organs, insuring locally the practical implementation of the 
policies of the Communist Party and organs of state power. 

The USSR's 1977 Constitution enforced the principle of leadership of the soviets as the 
single organ of state po: .r. Strengthening the soviets' political structure, the constitution 
established that all other state organs were under the control of, and subordinate to, the soviets. 
The .oviets directly, and through the established organs, managed all aspects of state, economic 
a.-., social-cultural development. 

From the time of their origin, the soviets supported strong mutual relations with the 
population. The deputies of each soviet communicated with the proletarian collectives, which 
created the soviet. Many sovict regulations state that the deputy will give an account of his 
activity and the activity of the soviet to his electorate. In the event that the depu:y does not 
justify the trust of the electorate, the electorate is obliged to inform the collective group of 
deputies. Later, it became compulsory to cary out elections. 

Cooperation between the soviets and the trade unions and othe, mass organizations of 
workers was strengthened through joint problem-solving exercises. Many of these organizations, 
similar to the soviets, were born in the course of revolutionary struggle against tsarist autoc:cy. 
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Responsibility lay with all members of the soviet to report to their electorate not less than 
once every two weeks. Any member who did not perform this duty twice would be deprived 
of deputy mandate, and in his place a new deputy was elected. 

COMMUNIST PARTY - SOVIET RELATIONS 

Still, in 1905, Lenin stated the necessity of forming a party nucleus within the soviets, 
and in this manner, maintain the party leadership. These Leninist themes found their reflection 
in the draft of the resolution, "the soviets of working deputies," which was written by the 
Bolsheviks for the Fourth Joint Congress of the Russian Republic. Thus, the fundamental 
principle of party leadership was designed from the beginning. The party does not directly lead 
the soviets but establishes its presence through members of the party who work in the soviets. 
Immediately, after the Party Congress, 47 out of a total of 62 soviets were headed by the 
Bolsheviks or were under their influence. The definitive pnnciple of party leadership was 
written at the 8th Congress. It stated that the party of the Bolsheviks must establish itself as 
having unlimited political leadership and control of soviet activity, and that this was to be 
achieved by promoting its supporters and the members of the party to all soviet posts. 

From the beginning, then, the mutual relations of the soviets with the Republics' 
leadership were built upon the principle of democratic centralism, i.e., the soviets were 
completely subordinate to the higher organs of government power. The principle of democratic 
centralism found a clear expression in the decree of October 28, 1917 "On the Plenitude of 
Power of the Soviets." 

LOCAL SOVIET ELECTIONS 

From a strictly legal position, during all the years of soviet power, deputies were never 
appointed, rather elected. In reality, however, beginning with the 1930s, there were no real 
elections. All the necessary electoral procedures stipulated by law were maintained and elections 
took place, but properly speaking there was no choice. No alternative to the Communist Party 
candidate was present in the elections. Within one voting district only one candidate appeared 
on the ballot. 

Second, there was no secret ballot. A voter was not required to go into a booth to cast 
his or her vote. Citizens in mass, having received the ballots, would proceed directly to the 
ballot box. 

The first real elections took place in the spring of 1989. Even if ;hey were not carried 
out entirely democratically, voters were able to make a choice. In this election, even if only one 
candidate appeared on the ballot, voters could make a choice by crossing out the name of the 
candidate. 
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For the formation of a truly democratic system, however, even the 1989 electoral system 
is not enough. Events in the last year have shown that the organs of power, when chosen from 
a nonpartisan slate, become ineffective. An analysis of the election campaigns of 1988 and 1989 
illustrates that people were unable to oricitt themselves to such a large number of candidates who 
did not represent defined parties. This was especially true if the candidate was not well-known 
among a large cross-section of the public. As a consequence, people who were able to run an 
effective campaign became deputies, but they were poorly equipped for future parliamentary 
work. 

Still, since then the first step towards multiparty elections has been taken. In the course 
of t ,z election campaigns both for the republic parliaments and for local soviets, deputy 
candidates have been defined as belonging to a certain bloc or as independents. 

Currently, a uninominal majority systems exists in a majority of union republics, yet at 
the same time, the Supreme Soviet of the Russian Republic allowed elections along a multi
mandate system for small city, city-regional and rural soviets, if those soviets themselves desired 
such a system. 

It must be noed that in smaller soviets of the Russian Republic, elections took place not 
along territorial lines, but accordiag to a production principle, despite the fact that democratic 
forces actively came out against then,. 

ON THE STRUCTURE OF MUNICIPAL SOVIETS 

There are 28,785 local soviets in the Soviet Union today. 1,205 of these are municipal 
soviets. There are many different kinds of municipal soviets. Municipal sovicts can exist in 
cities which only have a population of several thousand and a small number of industrial, 
communal and other kinds of enterprises as well as in cities with populations of several million. 
In these larger cities, municipal soviets function as the economic, political and cultural centers 
of the country. 

This variation in the representation of the soviets is demonstrated in the scale of activity 
which the soviets undertake, in the strength of the material base, in questions of co-subordination 
to higher government organs, and in the set up of the apparatus itself. 

DEVELOPMENT OF URBAN AREAS 

The speed of growth in the country's urban areas is striking when compared to the 
Western countries. In 1950, the urban population in the USSR reached 61 million, up 60 million 
from 1940. Such urban growth has never been known by a highly-developed state. For 
example, the doubling of the population in the U.S. required 30 years, and in Gre.t Britain, 70 
years. 
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The social make-up of the cities correspondingly changLd. The percentage of the 
working class in the urban population in 1936 was 6S.5 percent. By November 1, 1933, this 
number had increased to 88 percent. The pcrcentage of cooperative goods producers in the cities 
during the same period increased from 2. 1 percent to 6.2 percent. These changes reflected the 
colossal economic-political changes in the Soviet Union at that time. 

The overall number of cities grew from 700 on January 1, 1931 to 743 on May 1, 1934. 
The number of workers' villages grew even more rapidly. On January 1, 1926, there were 23 
workers' villages in the USSR, and by July 15, 1964 this figure had grown to 463. 

The number of large cities in the USSR grew incomparably faster than in capitalist 
countries. From 1926 'o1939, the number of cities with populations larger than 100.000 in the 
Soviet Union grew frorn 33 to 82. In the US, the overall number of such cities increased from 
80 to 94; in Great Britain from 51 to 58; in Germany from 45 to 57; in Italy from 18 to 22; and 
in France no increase took place. 

From data dating May 1, 1940, there were 1,081 cities and 1,541 workers' settlements 
in the Soviet Union, and according to March 1, 1954 data there were 1,515 cities and 2,423 
workers' settiements. In that period, the number of cities subordinate to the republics and 
oblasts also significantly increased. If in 1940 there were 391, their number had increased to 
585 by March 1, 1954. 

HIERARCHY OF SOVIETS 

The name "local soviet" includes oblast soviets, regional soviets, soviets of the 
autonomous oblasts and districts, city and regional-city soviets, and district settlement and rural 
soviets. Their system uf governing is based on a decreed hierarchy. For example, the 
jurisdiction of the Sverdlovsk oblast sovict is the whole territory of Sverdlovsk oblast, and 
subsequently, the local soviets located on that territory: the municipal district city, district 
settlement and rural sovies. At the same time, under the jurisdiction of the Sverdlovsk 
municipal soviet are the district soviets of the municipality of Sverdlovsk. In rural areas, under 
the jurisdiction of the district soviets are the small municipal, settlement and rural soviets. Such 
a system is often called a matrushka system, named after the famous nesting Russian dolls. 

DEPUTIES OF MfUNICIPAL SOVIETS 

The number of deputies constituting a municipal soviet is dependent upon several factors: 

1) The category to which the given city belongs. There are cities of republic, regional, 
oblast, and district subordination. The placement of a city in a certain category depends 
upon both its population and its political, economic and cultural significance. 
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2) The maximum number of deputies as decreed by law. For example, the Russian 
Federation has established a limit of 200 deputies for municipal soviets that represent regional 
oblasts and for municipal soviets in cities of district subordination, 50 deputies. 
By law, up to 500 deputies may be chosen for the Moscow soviet, and up to 400 for the 
Leningrad soviet. 

3) The nmber of mimricipld soviets, not greater than the legislative maximum, defines the 
higher standing soviet o,p.-.sidium. Exceptions are made only for Moscow and Leningrad. 
Their number is establisi .dby the Supreme Soviet of the Russian Republic or its presidium. 
Currently, the Moscow soviet is somewhat larger. 

EXECUTIVE COMMTTEES OF TIE MUNICIPAL SOVIETS 

It became clear soon after the government structure of the Soviet Union was built that 
the model of a "working corporation," as envisioned by both Marx and Lenin, did not, in fact, 
work. The operational functions were .andled by few deputies, rather than by all of them. 
Soon, this segment was legally organized into executive committees. Participants in these 
committees were approv-d of by the party structure. This is a manifestation of one of the most 
fundamental principles of the party control of the state -- the principle of "selection and 
placement of personnel." Selection to the executive committee was made prior to an election. 
Elections then served only to formalize the deputy's status. 

The executive committee-, were required to fulfill not only administrative functions on 
the territory of the soviet, but also to call sessions, to determine the projects on a sessions' 
agenda, to manage preparations on questions of consideration at the sessions, to coordinate the 
work of standing soviet commissions, to organize training of deputies, and to look after their 
responsibilities in their electoral districts. The exeutive committees ultimately defined the 
politics of a given soviet, fully arranged the budget, and finally, controlled the deputies. 

Several academics, beginning in 1962, proposed the formation within the soviets of 
special organs that would organize the so-called 'p-,rliamentary work,"leaving only 
administrative functions for the executive committees. The academics, however, never proposed 
a mechanism of coordination for ine presidiums with the soviets and executive committees. 
Therefore, the constitutional changes in the structure of local soviets, vhich were accepted in 
1988 and realized in 1990, gave rise to confusion among local leaders, and in many local soviets 
became cause of a power struggle between the presidiums and executive committees. 

The situation was further aggravated by the contradictions of the laws, the absence of a 
civilized view toward power, ad by the introduction of the position of soviet chairman. 
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INTRODUCTION OF A CHAIRMAN IN THE LOCAL SOVIETS 

The Constitution of 1988 decreed the position of chairman for all the local soviets. These 
chairmen automatically assume the position of presidium leaders where presidiums exist. Only 
in settlement, rural, and small municipal soviets do presidiums not exist. 

The chairman holds both the title "chairman of the soviet" and "chairman of the 
presidium of the soviet" to indicate that the person oversees the work of the soviet while it is 
in session and during the intervals between sessions. Such an outlook on the role of chairman 
of a soviet is further strengthened by the fact that in May 1989, Mikhail Gorbachev became the 
chairman of the Supreme Soviet. In the periphe-y., there is a tendency to copy the power 
arrangemnts of the center; therefore, it is not by chance that the posts of chairmen of the 
soviets are often assumed by !eaders of the corresponding party organ (many of whom are now 
declining these party positions) or by the popular democratic activists, for example Mayor Popov 
of Moscow and Mayor Sobchak of Leningrad. 

Elections of the chairman of a soviet are carried out by secret vote. If more than two 
candidates are put forward and one does not receive over 50 percent of the vote, a repeat vote 
takes place with two candidates which received the larger share of votes. The victor is the 
deputy who receives at least 50 percent plus one vote from the general membership of the body 
of deputies of the soviet. 

If, even with the repeat vote, it is impossible to determine a victor, an entire repeat 
election is carried out, beginning with the nomination of candidates. Although at this point, 
soviets have varying methods. In some, those who had been on the ballot in the previous vote 
are allowed to participate in the repeat election while in others they are not. 

The assistant to the chairman ischosen as a rule by appointment by the Chairman of the 
soviet. However, in many soviets, which have acomplicated political composition, the chairmzn 
is decided upon by compromise and thus the position of assistant to the chairman goes to a 
representative of the opposition forces. While in other soviets, the post of first assistant to the 
chairman is occupied by the one who earlier held the post of chairman of the executive 
committee. In general, it must by noted that the assistants to the chairman of a soviet, as a rule, 
are responsible for one or two departments -- for example, assistant for economic development, 
assistant for the social sphere, and so forth. 

It is highly diffic. Itto characterize !he authority of the chairman and the assistant to t.;. 
chairman of a soviet. Various soviets hold varyin ' views on the presidium of the soviet ?,Id on 
its leaders. In some places, this authority approaches the authority of a hierarch while elsewhere 
only the authority of a speaker. 
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DESCRIPTION OF THE EMPLOYMENT OF A DEPUTY 

In a majority of municipal soviets, the members of the presidium (which besides 
chairmen of soviets and their assistants, includes chairmen of standing commissions and several 
deputies, who were chosen in the session as members of the presidium) are paid employees of 
the Soviet and therefore are not allowed to supplement thei" work with any other work. An 
exception is made in many soviets for scientists, teachers, and creative attists. .-.t the same 
time, in other soviets, any deputy has the right to work on a paid, standing basis. However, as 
far as it can be judged, a majority do not utilize this right, preferring to give up their old work 
for the sake of their still cloudy career of aprofessional parliamentary or municipal functionary. 
Deputies receive a salary of approximately 450-500 rubles a month, and possibly more in some 
places. 

The meaning of "standing work in the Soviet" is becoming highly relative if it is taken 
into account that even the sessions of local soviets now last for one month at a time and even 
more. The Russian Republic adjusted the minimum number of local sessions to three per year 
as compared to the previous four sessions per year, which only lasted for one or two days. 
Furthermore, the law allows for extraordinary sessions to be called at the request of the 
chairman of the Soviet, at the request of any of the standing commissions or by one-fifth of the 
deputies. 

STANDING COMMISSIONS IN THE SOVIETS 

The main functions of the standing commissions in the soviets (and they exist in all 
soviets, though some of them carry the name "committee") are the following: to study problems 
and consult with specialists; to conclude aproblem with aplanned project or preparation of such 
a project; and to discuss candidates for project administrative positions, and similar actions. 
Commissions also oversee the fulfillment of the soviet's or its presidium's decisions. In the 
past, soviet commissions had to also fulfill the function of the organization responsible for 
carrying out the decision. Such a function remains now only as a forniality, and it is possible 
that due to new legislation, it will disappear entirely. 

The composition of a standing commission is not legally defircd. The deputies 
themselves express a desire to work on acommission that often corresponds to their professional 
experience. At the same time, the presidiums of the soviets actively participate in the 
appointment of personniel. While in session, the soviets ratify the membership and size of each 
commission. Commissions are formed in almost all spheres of activity under the jurisdiction 
of the soviet. For example, soviets at the local level have commissions for law and order, 
industry, transport, communications, communal commerce, housing construction, public 
education, health care, culture, science, sports and others. Recently, commissions have been 
formed for glasnost, protection of individual nghts and food supply. 
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Corresponding with legislation, a standing commission has the right to hear testify, any 
official, any director of an enterprise, organization or organ, and not only on questions relating 
to a given commissions' competence. Upon the results of these reviews, the commission can 
adopt solutions in the form of recommendations. The sole rule established is that officials are 
required to provide, not later than one month after the recommendation, a justified response to 
the commission on agreement or disagreement to realize its recommendations, while the 
regulations of the soviet give the commission the right to reintroduce the question before the 
commission for consideration in a session. Standing commissions do not have authoritative 
powers; therefore, the degree of approval for standing commissions depends on how much the 
soviet as a whole supports the opinions of the commission within its powers. 

STRUCTURE OF POWER FOR THE PEOPLES' DEPUTIES 

It must be recognized that the peoples' deputies in the strict sense of authoritative power 
have hardly any power at all. Only one area fell under the jurisdiction of the deputy: the right 
to demand an elimination of a breach of lawfulness. The law on the status of the peoples' 
deputies in the USSR (1989) allows adeputy to demand on the spot an overturning of a violation 
for either a private citizen or a public official. The breach can be fixed in protocol, which was 
put together by the deputy, or on his request by a representative of a legal defense or law 
enforcement organ (the police, inspec-or, and so forth). The officials and law enforcement 
representatives are required to undertake measures without delay for the elimination of the 
violation, and for bringing the guilty to justice. If no measures are taken, these officials carry 
disciplinary or even criminal responsibility. 

Deputies also have the right to an immediate audience with officials, the right to review 
criminal investigations, the right to disclose such information to those individuals and 
organizations who require it, the right to take part in hearings of governmental administrative 
organs or public organizations as a representative of one's district (and citizens interests), the 
right to acquire information from state and public organs necessary to his deputy duties, the right 
to legal consultation with specialists and so on. 

Additionally, deputies have the right within the limits of a session to attain a solution on 
any problem with the aid of the entire soviet body which has arisen in his electoral district. 
Deputies also have the right to conduct a survey, to raise questions, to add a supplemental 
request on the agenda of the session, and to question the removal of certain officials from their 
responsibilities. 
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MUNICIPAL SOVIET STRUCrURES 

Municipal soviets began to acquire their own apparatus along with the other soviets with 

the following subdivisions: 

1) The general department monitors the registration of incoming correspondence, receives 

public officials, carries out the administrative service for the soviet and the 

organizational-technical support fo the deputy sessions. 

2) The organizational-instructional department renders organizational assistance to the 

deputies and standing commissions, prepares reference materials for the carrying out of deputies' 

accounting, analyzes and summarizes electors' mandates, conducts deputy training, etc. 

3) The protocol section oversees the archives, accounting, the personnel sector and the legal 

department. 

The legal status of municipal soviets is defined by the constitution of the Soviet Union, 

union and autonomous republic constitutions and the laws of the union republics with regard to 

municipal and regional city soviets. These laws were accepted in 1971, and revised and 
reaffirmed in 1979. Problems, however, do exist with the structure of the legal system. 

First, the supreme soviets of the union republics occasionally accept 	 laws that are in 
Second, severalcontradiction with the Constitution of the USSR or legislation of the USSR. 

laws of the USSR contradict the Constitution of the USSR. For example, the "law on the 

general beginnings of local self-government and local economy in the USSR" contradicts several 

articles of the Constitution of the USSR. In fact, municipal soviets prefer to orient themselves 

away from the old or revised laws governing them, and instead refer to the "general beginnings" 

for general principles upon which to guide their actions. 

It is not necessary to spell out the various acts that regulate the activities of municipal 

.,oviets, particularly in terms of their legal contradictions. Under the conditions of 

totalitarianism, it was simply not necessary to work out realistic mechanisms of functional 

responsibility. These responsibilities were fulfilled at the discretion of a state bureaucrat or 
party functionary. 

THE LAW ON GENERAL BEGLNNLNGS OF LOCAL SELF-GOVERNMENT AND 
LOCAL ECONOMY IN THE USSR 

The "law on the general beginnings of local self-government and local economy in the 

USSR," by itself is a progressive one. However, it allowed many deputies and leaders of soviets 

to accept the meaning "local self-government" literally, meaning in essence complete 

independence from the Union. This law states that local soviets independently decide all local 
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questions within the limits of their competency. This principle, however, does not function so 
far as there exists a plurality of power in the system of soviets at the local level. 

DEMOCRAT VERSUS CONSERVATIVE 

As has already been stated, elections without parties do not allow one to determine 
definitively whose forces (democratic or conservative) control this or that soviet, nor are there 
official statistics with which to make such determinations. If, in fact, such statistics exist, they 
would have to be examined carefully. Since a multiparty system is not yet institutionalized, 
extraordinarily vague criteria are used to determine political bent, democrat or conservative. 
Therefore, it is impossible to say how many municipal soviets are controlled by democratic or 
conservative forces. At the same time, it is possible to name several municipal soviets where 
a majority is composed of deputies who were not supported by the official structures, and 
therefore are not categorized as national patriots. These are the Leningrad, Sverdlovsk, 
Kaliningrad, Volgograd and Riazan municipal soviets. 

It is certain that in the Russian Republic elections of 1990, the candidate supporting the 
platform of the nationalists did not receive support from the voters. So, for example, the society 
PAMYAT was not able to get even one of its candidates into the Peoples' Deputies of the 
Russian Republic. It is apparent that there are other Soviets with a democratic majority, but as 
has been asserted already, such data is unavailable. To this point, it is more accurate to 
determine the party of the chairman of the Soviet. 

ON THE SPHERES OF THE MUNICIPALITY AND ITS STRUCTURE. 

Formally, the municipal soviets in the USSR are responsible for a wide variety of 
functions. These are the protection of public order, housing construction, commerce, everyday 
operations, public health, public education (secondary), the construction and maintenance of 
cultural objects, the city improvement, the building of roads, industrial enterprises which were 
subordinate to the municipal soviet, and muniL.pal transport and communication. 

However, under the totalitarian government, the municipal soviets did not have authority 
over these functions and for the most part, they still do not. 

First, the municipal soviets (with the exception of the Moscow and Leningrad soviets) 
are found under the jurisdiction of the oblast, regional soviets and often the district soviets. 
Thus the higher soviets considered the territory of the municipality to be their own territory as 
well. 

Second, the legislature does not severely delimit the authority (neither functionally nor 
territorially) between the local soviets of different levels. Naturally, in such conditions, it is 
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impossible to talk about the full power of the municipal soviets because the higher soviets can 

interfere with any decision. 

Third, dual subordination exists in practically all spheres of municipal leadership. This 

means that, for example, the department of public health in the executive committee of the 

municipal soviet is subordinate both to another soviet and to its executive committee, and in final 

analysis to the ministry. 

It is necessary to note that the law on the general principles of local self-governments and 

local economies of the USSR liquidated the double subordination of the local organs of 
However,administration, making them subordinate only to the soviets that had formed them. 

this law is not clear on the function of the soviet executive organs and its branches. Besides, 

this law directly contradicts the active Constitution of the USSR and the Constitution of the 

Union Republics. Furthermore, after the acceptance of the corresponding Law of the Russian 

Republic on October 10, 1990 this law was in essence abolished. 

TRANSFER OF POWER TO THE MUNICIPAL SOVIETS 

The transfer of real power to the municipal soviets is only beginning. The recent formal 

tax inspections will play a rather large role in the development of this process. Although they 

appear to be a centralized structure created by the Ministry of Finance of the USSR, the 

collection of all taxes, nevertheless, provides for additions to the municipal budget. However, 

special municipal services for the collection of taxes do not exist. 

In daily life, the administration utilizes various executive-administrative organs. 

1) The executive committee of the municipal soviet; 

2) The executive committee of the district soviets that are situated in the municipality; 

3) The departments and administrations of the executive committees of the municipal Soviet 

and the district soviets; 

4) The production-governmental services (as a role, the district services). For example, the 

budget for city improvement, for the repair of roads, for cleaning the streets, the dispatched 

services for energy, emergency services, services for housing, etc. 

In large municipalities, the majority of the administrative work fall, to the district organs 

and their services. However, much depends on the character of the sector and on the objectives 

of the administration. For example, information concerning a large-scale emergency on the 

metro system is immediately received by the executive committee of the energy department. In 

general, however, the structure of an operating administration in a city is extremely complex and 

intricate. There are still many parallel organs which duplicate each other, yet at the same time 
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compete with one another. The huge departmental infrastructure is also a serious factor that 
complicates the municipal administration. For example, many large-,cale governmental 
undertakings independently utilize energy that is allotted for servicing the housing belonging to 
them, & the objectives of special assignments. 

Presently, the system of municipal government is becoming even more complicated. 
First, the presidiums have begun to lay claim to a whole line of operative administrative 
functions. Second, municipal and district soviets are engaged in a power struggle for authority. 
All this gives birth to a diffusion of responsibility and discredit to the soviets which are currently 
declaring their democratic orientation. In all of this, the citizens are not only affected by the 
very condition of the cities, but by the public battle between the authorities of different levels. 
Therefore, many instinctively gravitate towards authoritative methods which they associate with 
order. 

Today, the control of several functions, the distribution of housing, city improvement, 
and sanitation have been given to committees of self- government of micro-districts. The danger 
exists of still greater organizational chaos in municipal government as w,.ll as the appearance 
of new "centers" of abuses by the author~ties as the obvious unreadiness of citizens for self
government is manipulated by certain factions. 

THE MUTUAL RELATIONS OF THE SOVIETS WITH ONE ANOTHER 

Up to two-three years ago, the only ties existent between soviets were vertical ties, which 
manifested the principle of centralism. The leaders of the municipal soviet contacted the 
leadership of its own provincial soviet; the leaders of the settlement and rural soviets contacted 
the leaders of the district soviet and so forth. Sometimes the joint sessions of the standing 
commissions and the sessions of the executive committees of soviets of higher and lower levels 
took the initiative. All this carried a more propagandist character since problems were really 
decided in unofficial forums. 

Now a new phenomenon is emerging: the establishment of "horizontal" ties between the 
soviets of one level. This harsh necessity is a result of a worsening economic condition which 
is pushing the soviets toward this action. At the same time, local economies have a vital need 
to exchange products. This promp:s the soviets to conclude agreements with adjacent regions 
as well as with the soviets (as a rule with the oblasts) of other repub'ics. 

The negotiation of joint legislative enactment with the soviets of the municipal and the 
oblast groups is another form of linkage. Before this, there was no mention about the mutual 
relations of the "subordinated" soviet with the soviet whicn "leads." This new form of 
agreement is moving quickly in certain areas. For example, conducting joint sessions of 
municipal and oblast soviets is being considered in Leningrad. However, this will not be a 
formal action as each soviet appears to be a fully independent subject. 
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The law "concerning the general principle of local self-government and local economy 
in the USSR" perceives the possibility of association of the soviets "horizontally," but only on 
the level of populated areas (the settlements, villages, cities). However, the aspiration to 
socially protect the population of the region pushes oblast soviets to unification. Thus, the 
association of soviets of the Northwest region of the Russian Republic and several other regions 
was created. 

By 1971, it was established in the legislature that the decision of the local as well as the 
municipal soviets could be abolished only by the higher soviet, that is by the imposing organ of 
power. Thus, neither the republic ncr the union go' :rnment has the right to change the decision 
of the municipal soviet since these are executive-administrative organs. Also, the decisions of 
the soviets are not standard but declarative in character. Furthermore, it would have been 
unthinkable for a municipal soviet to make a decision as the soviets were previously fully 
controlled by the nomenclature. And lastly, in the juridical literature of those years, ever if the 
soviet accepted an illegal or "false" decision, such a decision was "recommended" to be 
changed. Municipal governments simply did not have a feeling for such problems since they 
were fully controlled by the leadership of the Soviet and its decisions. 

It is characteristic that the decision of the municipal soviets (and in general of all the 
local soviets) are not even under surveillance of the procurator's office. The public procurator 
can not protest the illegal decision of the soviet. According to law, only acts of the executive 
committees and their departments and administrations are liable to revocation by the higher 
executive organs as well as by the government organs. 

Moreover, the heritage of the administrative system, which was not concerned with the 
creation of a strict and legally clear mechanism for distributing power, has created the bulk of 
the difficulty in the functioning of the soviets today. Currently, even if the decision of the 
municipal soviet is revoked by the higher soviet, there are no legal levers to secure such a 
revocation if the municipal soviet does not agree with it. This problem is caused by the absence 
of a mechanism of responsibility and could result in a crisis of power. 

Unfortunately, judges did not and do not accept participation in deciding questions of 
lawfulness and constitutionality as they pertain to the soviets. One solution to this problem is 
to create a judicial mechanism to revoke illegal decisions of the soviets. Another option is to 
change the legal system into an institution fully independent of the legislative executive organs. 
The judgements must protect not only the private interests but the public view as well. 
However, this idea has still not found wide support. 

THE ORGANIZATION OF THE WORK OF MUNICIPAL SOVIETS 

The absence of a multiparty system undoubtedly leaves an imprint on the process of 
preparing and accepting the decisions of the soviets. Although factions function in the soviets, 
which are named by the deputy groups, they have less influence than party-based groups. 
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First, the notion "faction" differs significantly from the similar notion in western 
parliamentary systems. In principle, factions do not accord with parties, but accord with the 
general loyalty of the deputies to political or even ideological positions. Therefore, factions are 
now, as a rule, very weakly organized and registered. The deputies have no connection to 
faction discipline. Therefore, the sessions remain a means for publicizing an individual opinion. 
This type of systc:m makes for long discussion and delayed decisions. 

Second, the government consists of a mixture of institutions of the old system which 
conflict with new institutions. In the soviets, groups of deputies formed in terms of their 
political sympathies sit side by side with groups that formed as a result of professional interests. 
Still, the general atmosphere in the municipal soviets cannot be determined. 

In these conditions, the theme and character of decisions often depend upon the presidium
of the soviet and the opinion of the president of the soviet. The fact is that the presidium 
determines when the sessions convene and the course of the questions which are subject to 
discussion. A deputy or several deputies can formally request the inclusion into the agenda of 
a specific question. 

According to the law, any standing commission can also request a change in the agenda.
Most standing commissions are much more comfortable including "their own" question on the 
agenda already proposed by the presidium of the soviet. If the request of any standing 
commission is not accepted, its leaders can appeal to the soviet as a whole. The president of 
the commission, however, hardly wants to have strained relations with the president of the soviet 
or with any other leaders, understanding that in their hands are powerful levers of influence 
which can remove the president of the commission from his position at the session of the soviet. 

Questions planned to be examined at the session are sent to standing commissions, which 
study the situation and invite specialists, scientific experts and consultants to prepare a plan of 
decision. The plan of decision can also be prepared at the initiative of a group of deputies by 
a scientific collective, by the executive committee or its staff. Other combinations of methods 
are possible for preparing the decisions of the projects. The presidium may appoint a standing
commission responsible for the preparation and expertise of the decision of the project. In the 
final stage, the presidium itself also considers the project and depend'ng upon its readiness 
brings it to the discussion sessions of the soviet -- after having sent the plans of decisions and 
introductory materials to the deputies. 

The lengthy work of preparing the projects does not mean that they are accepted by the 
session without conflict. Farlier, a project was practically identical to its own decision and there 
was no question that the decision would be adapted. Yet now the president of the soviet, who 
possesses authority, is not even in a situation to guarantee acceptance of a certain project. 
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ACTS OF SOVIETS 

The deputies must work with their own electorate and must carry out the leadership 
function in their electoral region. Significantly lowering the number of deputies would 
practically eliminate this possibility. 

The acts of the municipal soviets are named by the decisions accepted at the session. By 
legislation, it is obligatory that the decisions are executed by the establishments, by the 
organizations, and by the necessary people and citizens. The decisions can be executed from 
the moment of their acceptance, from the moment of publication, or from the time period 
specified in the decision itself. 

If the law is not revoked, the decisions of the soviet must be given to interested parties 
by the executive committee within seven days. This obligation lies in the presidium of the 
soviet. The publication of the decision of the soviets was not foreseen by the legislature. 
Therefore, the spread of the text of the accepted acts depends on the presence of a technical 
capability in the soviet. 

In relations concerning subordinate officials, the soviet had the right not to accept a 
decision concerning the imposition of disciplinary punishment. In laws concerning the leaders, 
which are not subordinate to organs, organizations, enterprises, etc., the municipal soviet can 
solicit higher instances concerning the imposition of disciplinary punishment. 

Recently, the problem of etecutive discipline in the country has been abruptly 
aggravated. Therefore in October of 1990 the Supreme Soviet of the Russian Republic accepted 
a law that fines deputies for intentionally not performing the decisions of the organs of power 
(up to 10,000 rubles) 

ON THE MITUAL RELATIONS WITH THE POPULATION AND COMMUNITY 

The problems of the "soviets and the population" and the "soviets and the community" 
have become some of the sharpest in the USSR. While the danger of pseudo-democracy exists, 
this process does have a democratic direction. 

Presently, the following channels of interaction between the soviets and the population 
are widespread: 

1) The deputies of the municipal soviets. Their mandate requires the active le-idership of 
the deputies in the electoral region. The deputie., are held accountable before thei. electors no 
less than two to three times per year. They are obliged to examine the treatment and appeals 
of the voters and to regularly inform the voters about the work of the soviet and the pre-election 
programs. The soviets also assess the population's general opinion regarding the soviets' 
communication of regional problems to the Supreme Soviet. 
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2) The direct appeals of the citizens and their community representatives to the soviet. The 
regulations regarding the structure of the soviets establish the order of consideration of such 
appeals. 

3) The committees on public self-government of the micro regions, having taken into 
account that the deputies of the regional and municipal soviets are often the committee leaders 
or members. 

4) The free press that now expresses different opinions or nuances of opinions held by 
groups of people and community formations. 

5) By means of sociological inquiries. This form has not developed into a strong option yet. 

Citizen initiatives often serve as forms of protests. These include: pickets, 
demonstrations, hunger strikes, the declaration of public formations, strikes and strike threats. 

In the future, there will be a new form of communication between the municipal soviet 
and the population. One example of this is municipal referendums -- as long as they accept the 
Law of the Russian Republic concerning the executon of referendums. 

However, assuming that they receive the majority, neither the referendums themselves 
nor the legal consequences of the referendum are sufficiently regulated. Therefore, if the soviets 
do not take into account the general opinion, they will lower not only their moral and political 
authority, but their acts will not have any judicial legitimacy. 

FORMATION OF MUNICIPAL BUDGETS 

Before the acceptance of the law in the USSR, "On the general beginning of local self
government and local economy in the USSR," (the passage of which did not revoke the laws in 
the Russian Republic which concern the vital functions of the local soviets of peoples' deputies), 
the budgets of the local soviets were formulated from the top down. 

Before the beginning of the calendar year, control figures would come down for 
calculation of the index of the local Soviet of peoples' deputies' budget. (As a rule, these norms 
were calculated from a level achieved from the previous years' index.) After a review in the 
local soviet, these indexes are usually agreed upon with the addition of a small supplement which 
is usually a responses to a request for an increased budget. Never in the discussion is the 
question posed as to whether a supplement is needed or not. After the local soviet decides upon 
a budget, that figure is sent to the soviet for final agreement. 

In all the laws of the Russian Republic concerning questions on the activity of the local 
soviets, only one norm is maintained: 
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"The local soviet of peoples' deputies confirms the budget and organizes 
its utilization, taking into account the requests of votes, and redistributes under 
necessary situations in the process of budget utilization the budget means among 
branches of the economy, departments and administrative functions of the 
executives committee, and also redistributes appropriations to wages within the 
limits of the already-ratified wage fund, and confirms the calculations on budget 
utilization." 

The local soviets' budgets are not independent. Rather, they are components in the 
Russian Republic budget. 

In actuality, such was the case even in the formation of budgets for 1990, but with a 
minor change. 

With the emergence of the cooperative movement and other forms of commerce, there 
appeared (even according to the existing laws of the Russian Republic and the accepted laws of 
the USSR) the possibility of supplementing the budgets with the inclusion of incoming taxes 
from cooperatives and other enterprise activity. 

A large degree of independence was given to the local soviets of people' deputies by the 
law in the USSR, "On the general beginnings of local self-government and local economy in the 
USSR.": 

I) The understanding was given that soviets' budgets were formulated, approved, and 
utilized by the soviets independently; 

2) The understanding was given as to the minimum budget support for one resident, which 
is one of the equalization measures of working conditions in various local soviets. 

In budgets at the primary level of self-government, receipts are included in full: 1) 
Income taxes from the citizens; taxes on the wage fund of collective farm workers; 2) land rents; 
3)land taxes; and 4) local taxes and collections. 

In local budgets the following receipts are also included in full: 1) territorial taxes; 2) 
income from payments made for rent of property that is held in commercial ownership in the 
local soviets, and other receipts. 

Furthermore, it has been profitable for the local soviets to register small enterprises, 
since taxes from such enterprises fall fully into the budget of the soviet. 

In the project for the law of the Russian Republic on the principles for 1991 budget 
formation, which was introduced at the session of the Supreme Soviet of the Russian Republic, 
several other principles were advanced for the local soviets' budget formation. Income taxes 
(as a more stable source of finance receipts) were proposed for oblast and autonomous soviets 
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that could then distribute this tax among nearby soviets. Analogously, taxes would be
agathered" from the profits of local enterprises, and the taxes would in turn be directed to local 
budgets. The oblast soviet will decide which pattern of receipts would be directed to each soviet 
at the lower level. 

The Committee of the Supreme Soviet of the Russian Republic proposed in its remarks 
on the introduced budget plan, a transition period to secure the right for the supreme Soviet of 
the Russian Republic to determine fiscal distribution of taxes to the local budgets of various 
soviets. 

THE WORK OF MUNICIPAL SOVIETS DURING MAY TO OCTOBER 1990 

The slogan, "All power to the soviets," which arose in Russia after the February
revolution of 1917, signified the liquidation of the diarchy. At that time, a coalition government 
was formed by the soviets and the provisional government. 

Today, the situation is very different. Until recently, the Communist Party has ruled the 
structures of government. The organizational structure of the Communist Party almost 
completely duplicated that of the organs of power. Discussions today revolve around the issue 
of making the soviets equivalent to the legal and constitutional government. Elections are being
held in the local soviets which should permit them the legal right to govern. 

The goal of the municipal soviets and the soviets at other levels of power is to man the 
levers of real power. Unfortunately, this will not be as easy to achieve as was originally
believed. Many voters and candidates had assumed that the arrival of new people in the soviets -
- not selected by appointment but rather by free votes -- would in principle transform this 
powerlessness. By the spring of 1990, such changes had not occurred. 

There are a number of reasons for this. In the Soviet Union, not only politicians but 
public consciousness itself issaturated with authoritarian stereotypes and thinking. Here, a right
is understood only as a rule, with prohibitions and punishments prescribed everywhere. It is not 
associated with justice and maintenance of a personal identity. In such an environment, the 
reduction of the old-style governmental commands has given birth not to an explosion of creative 
energy, but rather to an explosion of socially negative energy and to :riminal activity. While 
it goes without saying that this section of society is quite small, it does influences the character 
of the society. Municipal soviets have suddenly had to address not only economic problems but 
also with a sharp increase in criminal activity. 

Many new deputies entered the soviets with their own perceptions of problems and their 
own solutions -- solutions that are, for the most part, not serious. It must be recognized that 
this is a national problem. Whereas earlier, the only criteria for the voters was the candidates' 
relationship with the Communist Party, the soviets are not selected on a pany basis any longer. 
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The deputies now in power are not part of one party with one platform. Each deputy has a party 
platform and a slogan. 

The decentralization of power is not a simple matter, especially when power continues 
to be concentrated in the union government. Workers which always tactfully catch on to where 
the source of power is still hidden, and orient themselves toward Communist Party organs. 
Further, the non-party principle on which elections were held, lea to a situation in which many 
soviet deputies represent national interests. 

Local soviets have had to immediately assume and solve many problems: nationality 
questions, political instability and the absence of detailed legislation concerning the distribution 
of power that exists throughout the Soviet Union. 

The existence of all these factors has made it difficult to determine in practice, in which 
municipal soviets democratic forces comprise a majority. and in which municipal soviets 
conservative factions have a majority. This is especially the case because the current municipal 
soviets contain various political tendencies. The future development of economic and political 
programs, however, will demand soviet activity, and soon it will be easier to determine the 
division between democratic and conservative forces. Issues on which the distinctions between 
the forces of conservatism and democracy will become evident include: the process of 
privatization, development of private businesses, depoliticization of law-enforcement agencies 
and the establishment of state programs for the needy and for retraining of !he work force. 

Under the current conditions of decentralization of power, the direction of economic 
reforms depends largely on the political position and organizational skill of the municipal 
soviets. 

Municipal soviets will decide on major issues both in session and at presidium and 
committee meetings. The first act of the municipal soviets will be the formation of executive 
organs, the apparatus of the soviets themselves, the changing structure of the operational organs, 
the formation of the order of work of the soviets (regulations), and the work of the presidium 
and standing commissions. 

One solution discussed in the municipal soviets regarding the economic situation is a 
system of protective measures: coupons for procedure, trade regulated by passport or special 
'buyers cards," food stuff cards. This solution attempts to defend the rights of the weak 
segments of the population (pensioners, multi-family households, and so forth.) 

It goes wihout saying that in different cities, different issues command attention. 
Examples of these are the intention to create a free economic zone or a market infrastructure, 
the liquidation of the nomenclature's privileges, the privatization of housing and the 
establishment of private city newspapers. 
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FRIDAY, MAY 10, 1991
 

Afternoon Arrival in Moscow/Bus to Hotel Ukraine 

4:30 pm Informal meeting with international delegation: Third floor lounge 

7 pm Informal dinner, Hotel Ukraine 

SATURDAY, MAY 11, 1991 

2:30 pm ORIENTATION SESSION 

NDI INTRODUCTION 
Kenneth Wollack, NDI Executive Vice-President 
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STATE OF TE ECONOMY IN THE SOVIET UNION: AN AMERICAN 
PERSPECT VE 
Marshall Goldman, Professor of Soviet Economics, Wellesley 
College 

11:15 am WORKSHOP SESSION I 
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3 pm CLOSING PLENARY SESSION 

PRESENTATIONS BY WORKSHOP RAPPORTEURS 
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Property and Privatization 
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Andries Tekmanis, Chairman, Riga City Council 
Per Sterninsh, Local Authority Section Chief, Latvian Supreme Council 
Vinkas Verukaitis, Vilnius City Council 
Klausa Wanas Petra 
Ari Mantis Dragunevicius, Kaunas City Council Energy Committee 

ST. PETERSBURG OBLAST REPRESENTATIVES 

M.N. 	Mirzaliev, Deputy Chairman, Commission on Industry 
E.R. Novikov, Chairman, Executive Committee, Frunzenskii Raion Soviet 
G.A. Oksutik, Deputy Chairman, Commission on Economic Reform, Planning, and Finance 
V.S. Orlova, Chairman, Otranskii City Soviet, Kirov Raion of the St. Petersburg Oblast 
V.T. 	Snigerov, Chairman, Committee on Economic Development, Krasnogvardeyski Raion 

Soviet; 
S.P. Zubrov, Foreign Relations of the Executive Committee 

SUPREME SOVIET OF THE RUSSIAN FEDERATION 

V.V. Dmitriev, Committee on the Work of Soviets of People's Deputies and the Development 
of Self-Governance 



APPENDIX VIII 

DOCUMENTS TRANSLATED INTO RUSSIAN 

"DEMOCRATIC GOVERNMENT AND MUNICIPAL FINANCE"
 
MOSCOW/ST. PETERSBURG, RUSSIAN FEDERATION
 

May 12-16, 1991
 

1) Code of Ethics, International City Management Association (ICMA) 
2) "Budgeting," Management Policies in Local Government Finance, (ICMA) 
3) "Making Policy Through the Budget," Elected Official's Handbook, (ICMA) 
4) "Intergovernmental Relations," Elected Official's Handbook, (ICMA) 
5) "Budgeting," Elected Official's Handbook, (1CMA) 
6) Glossary of Financial Terms, NDI compilation 
7) Elected Officials Guide to Government Finance, Government Finance Officers 

Association (GFOA) 
8) Maximizing Collection of Reenues: Newark, New Jersey, (ICMA) 
9) Executive Budget Summary: City of Chicago, 1991 
10) Charts and ludgets from 1991: New York, New York; Washington, DC; Chicago, 

Illinois; and Los Angeles, California 
11) "Privatization in Eastern Europe," paper commissioned by NDI from William Stone, 

Harvard Law School 
12) Local Self-Government Act, Poland 
13) "Government Structures: Netherlands, Sweden, Germany and the United States," The 

Structure of Local Government in Europe, by Eileen Martin Harloff; Great Britain and 
Poland, PoliticalHandbook of the World 1990 edited by Arthur S. Banks 

14) Participant papers for May 1991 local government conference: 
- The Budgeting Process in Santa Clarita, CA, George Caravalho 
- Local Government ia the United Kingdom, Rita Hale 
- Local Government Taxation, Lynn Hampton 
- Local Government & Finance in Sweden, Gdran l.Angsved 
- Fundamentals of American Municipal Finance & Glossary, Elizabeth Reveal 
- Budget, Revenue, and Taxation in Poland, Czeslawa Rudzka-Lorentz 
- Principles of Budgetary and Finance Policy in Germany as Practiced by the Free 

and Hanseatic City of Hamburg, Hartmuth Wrocklage 
15) NDI Briefing Materials: Workshop memo, agenda, participant list and biographies 

Note: The Moscow, St. Petersbuig and Kiev city budgets were translated into English for use 
by the international participants. 



APPENDIX IX 

QUESTIONS PREPARED FOR NDI SEMINAR 
"DEMOCRATIC GOVERNIENT AND MUNICIPAL FINANCE" 

MOSCOW MAY 12 - 13, 1991 
ST. PETERSBURG MAY 15 - 16, 1991 

Provided by Alexander Plokhin 
Chairman of Moscow City Soviet Budget and Finance Commission 

1. THE FORMATION AND EXECLrIION OF THE CITY BUDGET 

- Structure of the city budget 
- Order of planning, anproval, control of execution 
- Principles of budget formation 
- Base sources of budget replenishment 
- Financial sources of basic city program 

2. TAX SYSTEM 

- Basic goals and principles of the formation of tax policies 
- Structure of tax 
- Distribution of taxes to the state and city budget 
- List of taxes and !evies with fixed rates 
- Role of taxes in the activization of production 
- Role of taxes in the regulation of prices 
- Mechanism of collecting taxes, the size of penalty sanctions 
- Sphere of activity, means and objects of benefit taxation 

3. TAX INSPECTION 

- Subordination, structure, equipment 
- Presence of municipal tax inspection 
- Labor payment and the corruption prevention system 
- Regulation provisions of municipal tax inspection activities 

4. BANKING 

- Structure of banks (state and commercial) 
- Investment and credit policy 
- Personnel 
- Sphere of activity 
- Possibility of cooperation with Moscow in the creation of enterprises 

capital and joint venture firms 
with combined 
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5. INSURANCE 

- Structure, sphere and principles 

6. PRICE REGULATION POLICY 

- Public transportation prices 
- Anti-monopoly policy 
- Municipal regulation of prices 
- Models of social protection for low-income individuals from high prices 
- Mechanisms of implementation 

7. STRUCTURE OF MUNICIr AL LEGISLATIVE AND EXECUTIVE BODIES 

- Division between legislative and executive power
 
- Size of the municipal soviet per 1,000 residents
 
- Size of executive apparatus per 1,000 residents
 
- Work principles and regime
 

8. SOCIAL PROGRAMS 

- Listing
 
- Financial sources
 
- Mechanism of implementation
 



APPENDIX X 

QUESTIONS POSED DURING NDI SEMINAR 
DEMOCRATIC GOVERNMENT & MUNICIPAL .NANCE 

MOSCOW May 12-13, 1991 
ST. PETERSBURG May 15-16, 1991 

Provid, by Zev Yaroslavsky
 
Chairman of Los Angeles City Council Budget and Finance Committce
 

Leader of "Democratic Governing Structures" Workshops
 

SESSION I - MOSCOW 

1) How do the national and state decisions that affect you: city get made? Is your city 
consulted? Is your city mandated to pay for the new responsibilities imposed by the higher level 
of government? 

2) Is there any level of government that is below that of the city government in Los Angeles 
or Tucson? 

3) What happens if the national government imposes a requirement on your city which 
compels the city to build a plant or factory, and once under construction, a group of citizens 
raise objections and demand the project be stopped? How do you, at the local level, respond? 
Do you have an option? 

4) Is the city required to compensate the federal government if the former takes an action 
that adversely affects the finances of the latter? 

5) Do cities engage in price controls? 

6) What kind of working relationship does the city and its elected officials have with its 
Members of Congress and Senators? 

7) How does the city finance employment programs? 

8) Are there enterprises (businesses) that are owned by the city? Does the city enter into 

business relationships? 

9) How does the city deal with hard currency issues? 

10) Do you believe that cities should get into private business? 

11) How is municipal property maniaged? Who decides what can be done with it and on it? 
Are taxes generated on such lands? 

IVk 



SESSION II - MOSCOW 

1) Does the mayor appoint his administration subject to the city council's confirmation? 

2) In Moscow there are 30 subdistricts, each with its own budget, in addition to Moscow 
as a whole. Do you have that iind of system in Los Angeles? 

3) 	 How prestigious is it to be a member of the city council in your city? Mayor? 

What's the procedure for getting rid of elected officials who haven't met the expectations4) 
of the public? 

5) What Pre the tax rates that the city can set? 

Are the sources of revenue the city receives from higher levels of government permanent6) 
or subject to change from year to year?
 

7) How many people does the city have on staff who collect taxes? (The questioner, from
 

Rostov on Don, stated that in his city they have 950 tax collectors).
 

8) Is there a conflict of interest in being mayor and simultaneously sitting on the city
 
council?
 

9) How many committees do the city councils have?
 

10) As a rule, is a politician expected to run for re-election after hislher term is up, or are
 

they expected to retire after one term?
 

11) Are elected officials allowed to be in business as individuals while serving their termn of
 

office?
 

12) What are the purposes of the National League of Cities?
 

SESSION IIl - MOSCOW 

1) How can the mayor operate when in order to make an appropriation he has to wait for 
the city council to act? 

2) How many staff does the city council have to analyze the budget? 

3) How do you attract competent people, and how much do you pay? 

4) 	 How is the mayor's power constricted? 



5) What can the mayor and council do and what can't they do? Can the city council take 

away the mayor's power by a 2/3 vote? Whert are the powers derived from? 

6) Is the Finance department independent? Who collects the taxes in the city? 

7) Can the city be involved in business? Can it invest in the private sector? Can it make 
investments in deals that have a limited liability? 

8) Can a council member be a businessman or entrepreneur while in office? 

9) Can you send us a copy of your city's conflict of interest law? 

10) How do you nominate the mayor?. How does he get on the ballot? How do you protect 
against a famous individual being a certain winner in an election? 

11) Is it not better for Soviet local governments to be e- ablished by electing top leadership 
(mayor and deputy mayor) and have them select the rest of the government? At least in the 
short run due to the lack of expertise in governance in the USSR at present? 

12) Soviet cities don't have a charter, any solid tradition of a strong mayor or tradition of 
a free press. The USSR is transitioning from a state run to a market economy which may create 
problems and abuses. Don't Soviet cities need a transition period of some sort? 

13) What city monies can be used to invest in businesses? Can you give an example? 

SESSION IV - MOSCOW 

1) Who decides what the local governmental system is to be -- mayor/council vs. city 

manager, etc.? 

2) In large cities, are there any administrative bodies to administer the council districts? 

3) In the city manager system, what is the relationship between the manager and the Mayor? 

4) Why can't a Mayor do without a manager? Why does he need a manager? What does
 
the Mayor do and what does the manager do?
 

5) What are the criteria for having a full-time mayor as opposed to a part time-mayor?
 

6) In the past, the Soviet legislative branch existed on paper and the executive had all of the
 
power. Now there are people who ,,ant the legislative branch to have all of the power. Should 
Soviet local government be structured in one or the other form, or should there be a sharing of 
power? Is the tension and conflict that will ensue a good thing or not? 

7) Who is responsible for preparing the budget? 



8) If the public is dissatisfied with the elected officials, can they be recalled? 

9) When the council is re-elected, is it all elected at once or are the terms staggered 

10) Are there any restrictions on an elected official's ability to be involved in business or 
investments on his/her own?
 

11) Is the salary of city officials set to compensate for the legal restrictions on income?
 

12) When the city gets federal funds, does it ask for them or does it just rezeive it as an
 
entitlement with no application necessary? Are the funds which the city receives categorical in 
nature, or can the funds be used for anything?
 

13) If one council member represents 200,000 (Los Angeles), how does that member stay
 
in touch with his constituents? Is it hard for the public to get to see the council member?
 

14) Who pays the salary to council aides?
 

15) As a practical matter, what happens when there is a dispute between the political
 
leadership and the head of a department, say of the fire department, who is a civil servant?
 
How is the dispute resolved? Who ultimately prevails?
 

16) How does your city estimate revenues? How accurate are your estimates?
 

SESSION V - MOSCOW 

1) Are there professional requirements to be a member of the city council? What are the
 
qualifications?
 

2) What are the responsibilities of the city council?
 

3) How many people can run for any one office?
 

4) How do city officials interact with the Federal elected officials?
 

5) Describe your committee structure? Is being a council member a full time job?
 

6) Does the U.S. Constitution provide restrictions or requirements for running for office?
 
Age? Ethnicity? 

7) How many committees do you have on your council?
 

8) When you have sessions, who organizes the meetings? Who sets the agenda? What are
 
the powers of your speaker (president)? 
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9) Describe the relationship between different levels of government? Can higher levels of
 

government affect local government?
 

10) Describe how cities lobby the higher levels of government.
 

11) There is a league of cities that is a confederation of American cities; is there a league .if
 
counties and states as well?
 

SESSION I - ST. PETERSBURG
 

1) What happens when there is a dispute between the mayor and the council, and it is not
 
resolved? In order to resolve this problem, there is a proposal in St. Petersburg to give the
 
council president the power to disband the council?
 

2) How does the recall process work in Los Angeles?
 

3) American cities have lobbyists in the state capitals and in Washington, D.C.; don't you
 
trust your members of congress?
 

4) What is the ratio of the staff to population? How is the city staff organized?
 

5) Do cities have skill training programs so that the employees can advance with the state
 

of the art?
 

6) Is there a psychologist on the mayor's staff?.
 

7) When is it appropriate for a city to adopt a charter on its own?
 

8) Does the mayor have the right to engage in commercial transactions, and how can the
 
city council monitor this?
 

9) Who decides who gets a contract? (construction, etc.)
 

10) Should privatization come before the restructuring of local government in the USSR?
 

11) Is the public interested in the mayor's personal finances and personal income?
 

12) What does the federal and state law preclude the cities from doing?
 

SESSION II - ST. PETERSBURG
 

1) How many members serve on the city council's committees?
 

2) How do you recall a mayor?
 



3) Can you get people to withdraw their signature from a recall position once the petition
 

is being circulated?
 

4) What are the terms of the mayor and the council?
 

5) In Poland, who resolves disputes between the council and the chief administrator?
 

6) In,Poland, what relationship exists between the president of the council and the council 
as a whole? How do they resolve disputes? Can the president be removed? 

7) In Bialystok, are elections for the council held by district or by list?
 

8) In Los Angeles, what are the names (functions) of each of your committees?
 

9) Are committee actions only recommendations to the full body, or do they carry a power
 
of their own?
 

10) Is a councilman a full time job? How much do you get paid, and how does this pay
 
compare to the average income in your city?
 

11) Who assigns the members of the council committees?
 

12) How do you fill a vacancy in an elective office? And if the prior holder of that office 
had a particular expertise (finance, transportation, etc.) how do you ensure that the person who 
fills the vacancy will possess that same expertise? 

13) What is the role of political parties in municipal elections? 

14) When there is a need for additional funds (when there is a deficit), can the city borrow 
money for any purpose? 

SESSION Ill - ST. PETERSBURG 

1) How are the budget documents written? Who prepares them?
 

2) Is there a deadline for overriding the veto of the mayor?
 

3) To whom is the city administrative officer subordinated?
 

4) Who appoints the heads of the city's departments, and how large is the appointing
 
authority's selection pool?
 

5) Who decides how detailed the budget should be?
 



6) How much do the actual expenditure programs and revenue receipts during the year vary
 

from the originally approved budget?
 

7) What determines the number of members on the city council?
 

8) In Latvia and Lithuania there is a movement for the council president to be both the
 
legislative and executive leader; do you have such a system?
 

9) Does you city council have a president?
 

10) What are the terms of the mayor and the city council?
 

11) Is Los Angeles unique among American cities in having its department heads as part of
 
the civil service system?
 

12) How are the criteria for eligibility in taking a civil service exam determined?
 

13) Is there a method by which to hold the mayor accountable during his term? Is there a
 
recall procedure?
 

SESSION IV - ST. PETERSBURG
 

1) What are the priorities in L.A's city budget for next year?
 

2) Inasmuch as there are so few council members in Los Angeles compared to USSR cities,
 
are they full time? How are the council committees established?
 

3) What proportion of legislation is prepared by the executive as opposed to the legislative
 
branch?
 

4) What is the optimum number of council members a city legislative body should have?
 

5) How does a council or one of its members get information? How large are the staffs?
 
How does the council get competent staff?
 

6) How are department heads appointed? Do they have to be confirmed by the city council
 
once they are selected by the mayor?
 

7) Does the mayor ever politically hold the council responsible for its vote to confirm a poor 
department head? 



APPENDIX XI - A 

EXCERPTS FROM NDI TRAINERS' REPORTS 

ZEV YAROSLAVSKY
 
ST. PETERSBURG, RUSSIAN FEDERATION
 

1992
 

At the request of the National rDemocratic Institute for International Affairs (ND!), I was 
asked to conduct consultations for a period of one week on budget and governance issues with 
members of the Budget and Finance Commission of the Moscow and St. Petersburg city 
councils. I also travelled to Kiev for the same purpose at the invitation of the chaiiman of the 
Subcommission of Fconomic Reform of the Kiev City Council. 

These meetings were arranged as a follow-on to the May, 1991, NDI conference 
"Democratic Governance and Municipal Finance," held in Moscow and St. Petersburg (then 
Leningrad), at which local elected officials from throughout the USSR were present for a series 
of seminars on local government. The follow-on meetings were conducted in Moscow from 
October 7-11, in Kiev from October 11-13, and in St. Petersburg from October 14-16. On 
October 11 in Moscow, I also conducted a seminar for the Union of Russian Cities with seven 
local elected officials from Stavropol, Cheryabinsk, Rostov-on-Don and Slavyansk. 

In my capacity as chairman of the Los Angeles City Council Budget and Finance 
Committee I was invited by leaders of the budget commissions of the three cities to focus on two 
principal issues, governing in a system of checks and balances, and budgeting in a government 
with separate branches and powers. 

The issue of governance focused on a series of questions that were common to all of the 
cities: How do the legislative and executive branches of government function together? How 
is information gleaned and shared? How do decisions made by onc branch of government over 
the objection of the other get implemented? How does the system of "power sharing" between 
the two branches affect the ability to make decisions and act in a timely manner? 

The budgetary issues had three dimensions: First, the challenge of how to project 
revenues and expenditures in an economy which is experiencing 1-2 percent inflation daily; 
second, the lack of independent local sources of revenue and the dependence of local government 
on the republic; and third, the ability of the legislative branch of local government to get reliable 
and timely information on revenues and expenditures so that it can make informed decisions in 
the budgetary process. 

During the May conference, I spent a significant amount of time with the Moscow and 
St. Petersburg budget commission members, to whom I distributed copies of the city of Los 
Angeles budget and associated documents. The purpose of so doing was to show the level of 
detailed information the legislative branch is entitled to receive and upon which it and the 
executive b,:.nch rely in formulating a budget. The public budget documents available from 



Moscow and St. Petersburg numbered less than a dozen pages, while a typical American city 
budget can run more than 1,000 pages. This contrast starkly depicts the lack of engagement that 
Soviet local officials have historically had in budget matters. 

When I returned to Moscow and St. Petersburg in October, I was pleasantly surprised 
to see how committed the local legislators were to involving their branch of government in the 
budgetary process. I was informed by members of both city councils that they had taken to 
heart what I and other NDI seminar participants had conveyed in May, and they had begun to 
insist on a budget process that would insure that detailed and meaningful information would be 
shared with the city council. Moreover, they were insisting upon a role in the decision making 
process in the appropriation of funds. 

The quarrels between the mayors of Moscow and St. Petersburg with their city councils 
have become legendary. It is not uncommon for the Mayor to issue an edict and have the 
council "rescind" it shortly thereafter. Since the election of the city councils in 1990 and the 
Mayors in 1991, the friction between the executive and legislative branches has intensified. 

It is fully understandable that there should be this kind of tension between the executive 
and legislative branches of government in Russia and the other republics. There is no tradition 
of separation of powers in the former Soviet Union. The legislative branch, to the extent it has 
existed, has been nothing more than a rubber stamp for the central government. 

In the aftermath of the first freely held elections in Russia and Ukraine, the newly elected 
local legislators feel they have earned the right and the legitimacy to share in the power of 
running cities. The mayors of Moscow and St. Petersburg, who were elected a year or so after 
the council elections, argue that their legitimacy is superior inasmuch as they were more recently 
elected - and by citywide majorities. What is unfolding, in fact, is a sparring between two 
branches of government which have not had to coexist or share power in the past. 

Whether the different branches can learn to work together through the sharing of power 
and responsibility is an open question. The country is experiencing deep structural political and 
economic problems. The system of distribution of food, other goods, and services has broken 
down. The lines for food are gettng longer; the people's tempers are getting shorter; and their 
patience is wearing thin. The potential political consequences of this situation are self-evident. 

Meanwhile, the situation is complicated by the commitment the Russians apparently have 
to privatization - the conversion of publicly owned enterprises and housing to private ownership. 
How to value property as it is placed on the market for the first time; how to insure that private 
ownership accessible to the masses, not just those who have accumulated wealth; how to tax 
property once it's in private hands - these are some of the questions with which the republics 
must wrestle. This transition would be complicated in a normal and stable economic situation, 
but it is exacerbated by the fluid political and economic situation extant in Russia today. 

In this environment, there is very little patience for the deliberative aspects of democratic 
government. There is an urgency to the country's problems, and there is a widely held view, 
even, among ardent democrats, that power needs to be veited principally in the executive with 



legislative oversight only. Decisions need to be made so that the country can get moving again. 
The country can't afford the luxury of the trappings of democracy -- interminably long debates 
in oversized city councils. 

Finally, while the executive and legislative branches are feeling each other out at the local 
level, the intergovernmental relationship between the republic and local government has become 
the focus of attention. I had the opportunity of meeting with several members of the Russian 
parliament's local government committee, including its leader, Victor Dmitriev, and members 
Alexander Kostyukov and Sergei Polozkov. 

Historically, the republic and the central government have played the pivotal role in the 
funding of local government. Now, some of the newly elected local officials are seeking their 
own, assured independent source of revenue. This objective is not shared by many officials at 
the republic level, who would prefer to continue to have the locals on a short leash. 

The implications for democracy and of granting cities some financial and political 
independence are important. The less centralized the political and governmental decision making 
process is, the less prone will be the country as a whole to authoritarian and central control. 
Independent local government can strengthen the fabric of democracy. Iowever, given the 
pressures on all governments to get the country back on track, it is unlikely that any serious 
change in the dominance of the republics over the cities and regions will evolve. 

Russian city officials can benefit by consultations which focus on real world examples 
of budgets and governance. Samples of budgets, tax codes, and privatization strategies would 
be useful. Example of laws which delineate the relative responsibilities of states, regions, and 
cities would be helpful as well. 

It is clear that NDI has already ha, -asubstantial impact on the development of local 
government in Russia and neighboring republics in the short time they have been on the scene. 
It was clear from discussions in Moscow and St. Petersburg that the May conference made a 
lasting impression on key decision makers. The new practitioners of the democratic process are 
learning by doing; and much of what they are doing is an outgrowth of NDI consultations. 

NDI has developed a reputation of providing meaningful and concrete assistance to city 
officials in Russia and the neighboring republics. An ongoing, perhaps permanent, NDI 
presence in Russia and Ukraine would be a worthwhile objective for the immediate future. 



APPENDIX XI - B 

EXCERPTS FROM NDI TRAINERS' REPORTS 

DON BENNINGHOVLN
 
KIEV AND DONETSK, UKRAINE
 

1992
 

OVERVIEW 

Having visited Kiev in 1975, my first and lasting impression was of the tremendous 
change in the openness, interest and intelligence of the people associated with the consultation, 
from the members of the city soviets to the media representatives. 

The consultation included six days of seminars, involving representatives of 23 cities, one 
press conference (Donetsk), two television appearar.ces (Kiev and Donetsk), and one radio 
interview (Donetsk). 

The Association of Democratic Councils of Ukraine, under the staff direction of Natalia 
Shumanskaya, has established an acceptable presence. Even though her formal academic 
training was as a physicist, she seems to have an excellent grasp of the "helpful" role of an 
association and seems comfortable, along with the city leadership, to plan a coordinating and 
informational-sharing service. 

Overall, I thought that the assistance being provided by NDI was being accepted with 
appreciation. City officials were eager to learn of American experiences, both good and bad, 
and the Association of Democratic Councils could, if properly supported, play a major role for 
assisting cities in achieving a compatible relationship with an independent national Ukraine. 

CONSULTATIONSISEMINARS 

Meeting with NDI Program Assistant Nadine Avdenko, Natalia Shumanskaya, and 
Valeriy P. Rubtsov, Deputy Chairman for Economic Reform of the Kiev City Council, we 
developed a three-day, six-session, curriculum for the northern Ukraine cities. (These seminar. 
were conducted Wednesday, Thursday, and Friday, following the trip to Donetsk.) The three 
principal topics chosen were local self government and options for sharing responsibilities and 
authority with the parliament, legislative/executive government models, and budgeting and 
finance/citizen participation. 

Nadine and I then met with Sergei Fedorchik, Chairman of the Donestk City Council 
Committee on International Relations, and our interpreter and planned similar sessions in 
Donetsk for Sunday, Monday and Tuesday. 

The first meeting in Donetsk was with the deputy chairmen of the soviet who were well 
informed and seemed interested. They raised a wide range of questions which accurately 
reflec:ed the frustration of their current situation. These questions were dealt with in two 3-hour 



sessions. Specifically, the questions followed adiscussion of local self government as practiced 
in the United States, including constitutional and local charter authority, and a general 
description of budgeting, cost allocation and local government organization structure. 

Specific questions included: 

1. 	 How do you determine boundaries of cities? 
2. 	 What are the responsibilities for following environmental standards? What are the 

penalties in the U.S. if not followed? 
3. 	 What are some of the options used to transfer public property to private use? 
4. 	 How do you reconcile state power with local self government? 
5. 	 How is "sharing' (power) determined in California? Along with power sharing, what 

are the options for financial sharing? 
6. 	 ...w do you control the size of your staff? 
7. 	 Are elected officials "above the law" in the U.S.? What rights do they have that differ 

from a citizen? 
8. 	 How, in California, do you finance sociological research, and research on public attitude? 

9. 	 What are the basic principles of local self government? 

Following these seminars in Donetsk, a list of future informational needs was compiled. 
This list was reviewed by the acting mayor, Victor Bychkov, and by some of the deputies in 

attendance at the seminar. 

A. Additional Seminars 
1. 	 Local government organization 
2. 	 Relationship between local government/oblast/republic 
3. 	 Methods of speeding up the process of reform 
4. 	 Legal basis for local self government 
5. 	 Practical relationships between legislative and executive branches of local 

government 
6. 	 New structures for executive leadership 
7. 	 Developing local and national legislation from an idea, to drafting, to 

presentation, to implementation 
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B. Informational Needs 

1. 	 Land use planning and appraisal techniques 
2. 	 Consultation on parliamentary procedures 
3. 	 Development of ethical standards 
4. 	 Establishment of a Fairness Doctrine on candidate selection, campaigning and 

election financing 
5. 	 Public opinion polling 
6. 	 Political party building 
7. 	 Finance and budget fo.mulation 
8. 	 Techniques for urban development (redevelopment) 
9. 	 An on-going method for exchanging information between NDI (perhaps the 

California League). 

The questions raised in Kiev during the three days of seminars, while covering all of the 
same issues, were better coordinated primarily because of the presence of Mr. Rubtsov and Ms. 
Shumanskaya. On the third day of the Kiev seminars we asked the participants to deign what 
they believed was the most practical, efficient, and democratic local self government mode,. 
The seminar was divided into three groups according "o the population of cities: 2 mill-on; 
300,000 to 2 million; and under 300,000. 

The large city category (2 million), suggested a directly-elected mayor with a council of 
60-70 members. There would be two deputy mayors appointed by the mayor and confirmed by 
the council; one deputy mayor for general administration (city manager), and one for economic 
development. The council could ask for a citywide vote of confidence if dissatisfied with the 
mayor. The policy of the service departments would be determined by council committees. 
However, the department admiiiistrator would be appoioted by the mayor and report to the vice 
mayor for administration. 

The model for cities of 300,(.J - 2 million would provide for a stronger role for the 
mayor, working through five department advisors and one vice mayor for administration. 

The smaller cities (villages), under 300,000, would continue with a strong parliament and 
with an informational link through council districts. 

I was extremely pleased with the enthusiasm and thoughtfulness of the participants who 
accepted and rejected various organizational options to develop their own models. The 
camaraderie developed through these sessions with the 23 cities that participated, particularly 
in Kiev, should assist with the Association of Democratic Councils of Ukraine to organize 
further seminars through NDI or independently. 

While these seminars were mentally exhausting, they were the highlight of some 30 years 
of discussing local self government. 



MEDL, 

During the visit to the Ukraine, there was a two-hour press conference in Donetsk with 

adozen or more reporters, plus television coverage of both the Kiev and Donetsk seminars, plus 

one radio interview and a one-on-one interview with Vadim M. Krasnov of the Center 
newspaper. Unlike our press, the questions were quite friendiy and supportive. One exception 
was the question "What really is your n.-tive for being here?" With an explanation that I was 

working with NDI to assist the Association of Democratic Council of Ukraine to develop a 

sharing 	and training program, they seemed quite satisfied. 

Unlike the seminar questions, the press seemed most interested in personal reactions to 

Ukraine, its people, city life, etc. The interview with English-speaking reporter Vadim Krasnov 

was quite interesting. I was again asked the question "Why are you really here?" and I 

explained to him about similar activities in assisting the Venezuelan Association of Cities. When 

I asked about his feelings towards freedom of media reporting, he indicated that they were still 

very cautious. In his view, the Ukraine, if it remains independent, will move toward a more 

autocratic leadership and in that circumstance a newspaper cannot afford to be too critical or too 

independent. 

CITY ASSOCLA 77ONS 

The Association of Democratic Councils of Ukraine has a good potential to play an 

important role in serving as the catalyst hringing city officials together Members of parliament 

have apparently expressed some concern over their role, particularly over the issue of the 

appointments of presidential representatives by President Kravchuk to replace locally-selected 

mayors. The Association seems to be proceeding with caution but considerable enthusiasm in 

setting up an office in the former Communist Party building, also housing Kiev officials. They 

also have decided to include all cities that wish to participate. They see their role as: 

1. 	 Policy consensus on issues raised by parliament; 
2. 	 Working with NDI in bringing information (individuals and written materials) to the local 

officials; and 
3. 	 Sharing technological information, particularly from the larger cities (Kiev and Donetsk) 

to the outlying communities. 

I believe their executive director is highly motivated, intelligent and well-liked. She is 

easy to work with and seems to have the support of the officials. 



CONCLUSION 

I felt very good about the effort. The Association will need continuing assistance, and 
they deserve it. There is a very positive reaction to NDI and its future work in Ukraine and I 
think the social, economic and governmental decisions being faced are awesome. Unfortunately, 
the easiest result may in fact be a form of autocratic control. It seems imperative that this 
country coordinate its efforts to assist in every way possible - financial and human resources 
to encourage a Ukraine form of democracy with an improved economic climate. 

I very much appreciated the opportunity to participate. I'll be writing an article for 
Western City magazine and will be sending materials to ICMA for possible publication. If you 
would care for an expansion on some of these thoughts or more detailed information, please let 
me know. 
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APPENDIX XII
 

UNION OF RUSSIAN CITIES
 
BACKGROUND INFORMATION
 

Foundation, Registraton, Membership 

The Union of Russian Cities (URC) is an organization of local and regional authorities 
of Russian Cities and their regional organizations. URC was established on March 13, 1991 and 

registered on June 10, 1991 by the Russian Federation Ministry of Law. It comprises 89 cities 
- centers of autonomous republics, administrative and national regions of the Russian Federation. 

Six regional associations of small and medium sized cities and towns of the North-West, Center, 

and South of Russia, the Urals and Volga region, Siberia and the Far East are associate 
members. 

The initiative was taken by democratically minded and elected chairs of city councils of 

the 54 largest cities of Russia. The main idea of the grass-roots initiative was to strengthen 

positions of cities and their local authorities, which are much closer to citizens and can defend 
their interests better than state and central authorities. They felt that the country could be strong 
only if main nuclei of it -- cities -- were strong. 

The main purposes were to strengthen democratic reforms at the municipal level; to 

support democratically clected representatives of local councils; to uphold the status of the city 
as a main pillar of a society; to coordinate joint activities of cities; to represent and defend their 

interests at the President's office, Central Parliament, and Federal Government; to spread 
positive national and for:ign experience; and to help in solving common problems of cities. 

Structure 

Supreme Body: Congress of Chairs of member city councils to be held not less than twice 
annually. 

Board: 26 members; meetings not less than orce every three months. 

President: Chairman of the Board; he/she can only be a Council Chair. 

Executive Staff: Director general, deputy directors general, program directors, technical 
staff, several groups of experts on some issues of activity. 

Only Congresses and meetings of the Board are eligible to undertake decisions of 

principle importance -- by simple majority. URC maintains a consultative status with the 
Russian Federation parliament and with the Federal Government. 

Finance 



URC is financed through entrance and membership fees; members' fees for particular 

programs; service charges; donations. 

Principles of Activites 

URC stands for the implementation of provisions of the "Law on local self-governance" 
and other laws concerning cities. Since the Union considers that some laws do not meet the 
interests of the cities, URC will try to change them, undertaking measures in the Parliament, 
President's office, and Federal Government. On the Union's initiative, on November 5, 1991, 
the President of Russia issued an ordinance according to which cities would obtain ownership 
of land and objects on the territory of the cities. 

The Union will disseminate new information with the goal of assisting cities in resolving 
their problems. On the basis of experience, URC will prepare recommendations on common 
issues. 

Examples of Union Activiies 

The Union formed a group of legal experts from cities to prepare suggestions on a draft 
law on taxation. After the law's approval in Parliament, this group will monitor its 
implementation. This type of advisory group is to be formed in other fields including: 
public security, population of cities, culture and sport, education, medical service, housing 
construction, communal services, budget and financing, transportation, and the environment. 

In the current situation of serious economic crisis, URC is trying to reestablish direct 
links among enterprises which have been lost due to deconstruction of the administrative 
command system. URC intends to assist small and medium sized businesses. With this aim, 
URC is establishing "Business Centers of Russia." 

Information and Communication Technology 

At present, URC is establishing a computer network the Union's headquarters and the 
member cities, as well as between the cities themselves. URC will exchange experience and 
information on using information and communication technology and new means of information 
at training course for municipal officials. 

Work has begun to establish centers for training staff of local and regional authorities on 
a permanent basis with the pa.icipation of foreign specialists. 

International Relations 

URC needs the cooperation of international, regional and national organizations and other 
professional specialized institutions which deal with problems of municipalities. URC has 
established primary contacts with some of these organizations in the European Community and 
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the United States. The Union has applied for observer status with CLRAE, the Council of 
Europe, CEMR, and IULA. The Union has participated in dozens of international conferences 
held in Russia in the past several months. Foreign institutions have sent groups of specialists 
to various regions of Russia to conduct seminars on municipal problems. 

URC is studying the possibility of sending groups of deputies from local councils and 
municipal workers for training at foreign centers with which relations have recently been 
developed. 

The Union helps small and medium sized businesses to establish contacts and cooperation 
with foreign partners. URC tries to attract foreign investments into industry and socio-economic 
fields. URC is sending groups of private business people to business and management centers 
abroad. 

But these activities should be planned and coincide with an intcrnational agenda. URC 
needs active involvement in international activities to implement foreign experience in 
strengthening democratic structures at the local level and resolving municipal problems in the 
most effective manner. URC is open to cooperation and would be glad to welcome foreign 
partners to Russia. 


