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Abstract

The NatlOnal Conference on Developments GUIdmg Local Government FIscal and Budget
PractIces was held on October 30 and 31, 1998, at the Komitas House of Chamber MUSIC,
Yerevan, ArmenIa Over 250 attendees partICIpated m tills two-day event

The conference was organIzed by the InternatIOnal CIty/COunty Management ASSOCiatIOn
(IeMA), m partnership WIth the MInIStry of Fmance and Economy, the MInIStry ofTemtonal
AdmInIstratIon, and the School ofPubhc AdmIllistratIOn, and wIth the support of the UnIted
States Agency for InternatIOnal Development (USAID)

ThIS report IS a compl1atIOn of conference presentatIOns and small group dISCUSSIon reports
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Executive Summary

The NatIOnal Conference on Developments GUIdmg Local Government FIscal and Budget
PractIces was held on October 30 and 31, 1998, at the Komltas House of Chamber MUSIC,
Yerevan, Armema

The conference was orgarnzed by the InternatIOnal CIty/COunty Management ASsocIatIOn
(ICMA), m partnershIp wIth the Mmistry of Fmance and Economy, the Mimstry ofTemtonal
AdmimstratIOn, and the School of PublIc AdmlmstratIOn, and With the support of the Urnted
States Agency for InternatIOnal Development (USAID)

Over 250 attendees partIcIpated m thIs two-day event, mcludmg

• CIty mayors

• Deputy mayors

• ChIef fmance officers

• VIllage mayors

• Urnversity faculty

• Staff of the Office of the PreSIdent

• Mimsters and key staff

• NatIOnal Assembly members

• Marzpets (governors) and key staff

• Donor agency representatIves

• DecentralIzatIOn ofgovernment and Its Impacts on commumty affalrs

• Progress to date under the Law on Local Self-Government and other enablmg legIslatIOn

• Approaches to hvmg under the Law

• Tralrnng and techmcal aSSIstance programs to buIld skills and ensure admimstratIve
complIance With subordmate legIslatIOn

WIth the passage of the Law on Local Self-Government, the Law on the Budget System, and
other enablmg legIslatIOn, CItIes and VIllages ofArmema were gIven the responSIbIlIty for
managmg then own budgetary resources Local governments, marzes (regIOnal offices of the
central government), mimstry offiCIals, and the NatIOnal Assembly have accomplIshed much
over the recent years

The conference proVIded an opportunIty for partICIpants to assess progress to date, explore
eXIstmg orgarnzatIOnal relatIOnshIps between natIOnal and local levels ofgovernment, learn of
current mumcipal budget expenences and reform ImtIatIves, and IdentIfy opportunItIes for future
legIslatIve, tralmng, and techmcal asSIstance efforts

In addItIOn, those attendmg had an opportunIty to network With others m then profeSSIOns and to
reVIew ICMA publIcatIOns and tralmng matenals

ThIs report IS a compIlatIOn of conference presentatIons and small group dISCUSSIOn reports
EIght themes of unportance were hIghlIghted at the conference
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• Intergovernmental perspectives on the orgamzatIOn of local government and the
relatIOnslups among the varIOUS levels of government

• InternatIOnal expenences m local government awmmstratIOn and budgetmg

• InternatIOnal donors' perspectives and techmcal assistance Imtratlves

• The role ofthe Commumty Dmon and the Commumty Fmance Officers ASSOCiatIOn m
strengthemng local government capacity

An Important feature of the conference was small group dIScussIon among participants on Issues,
concerns, needs, and Opportumtles for further reform Emergmg from tills dialogue was a hst of
pnontles for future consideration decentrallzatlon of power, expanSIOn of commumty responSI
blhtles and authonty, clanficatIOn of responslblhtles between the local governments and both the
Tax Inspectorate and Treasury, and between local governments and the marz, the tax structure,
collectIOn of commumty budget revenues, timely allocatIOn of State transfers, and, tralll1ng and
techmcal assistance opportumties

\ I
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PROCEEDINGS

30 October 1998
10:05 - 10·30
Opening Remarks

Michael Shea, leMA Washmgton
The InternatIOnal CIty/COunty Management ASSOCiatIOn (ICMA) IS a professIOnal
aSSOCIatIOn of professIOnal managers that works With CItIes and countIes Our mISSIOn
IS to Improve the professIOnal management of local governments Our program IS
sponsored by the Umted States Agency for InternatIOnal Development (USAID), and
they also have a mlSSIOn to Improve local governments here In Armema leMA has
had the pnvIlege of working In Armema for the past several years, provIdIng
aSSIstance In the areas of refugee housmg, developIng a competItive procurement
process, developIng condomimum asSOCiatIOns, helpmg to Implement a housmg
allowance program, and provIdmg finanCial management traImng to CItIes and towns
here In Armema These areas all contnbute to a program of strengthemng local
governments In Armema and proVIdIng profeSSIOnal management to CItIes and towns

TIns two-day workshop IS an Important mIlestone for both USAID and the local
government program In Armema

Dianne TSltSOS, USAID MISSion Director
FIrst of all I would hke to welcome each ofyou to the conference and say that I am
encouraged to see so many ofyou this mormng I would hke to thank ICMA for
puttIng together this conference and for all the work they have done In the area of
mumcipal budget and fiscal pohcy traInIng

TIns conference IS an excellent forum for the central government, regIOnal gov
ernments, and mumcipalities to Interact With each other and the mternatIOnal
commumty

USAID, through ICMA, and WIth the support of the School ofPubhc AdmimstratIOn
and the Mimstry ofTemtonal AdmimstratIOn of the Repubhc of Armema (ROA), IS
proVIdIng technIcal asSIstance, tralmng, and resource matenals In budgetmg and
finanCIal management to Armeman local governments The ObjectIve of thIS effort IS
to Improve mumclpal budgetmg m Armema through an mteractIve program between
mumcipalities and resource experts All CItIes partICIpatIng m the program meet WIth
US and Armeman experts over an eIght-month penod m a senes of workshops and
on-SIte techmcal asSIstance to receIve tralmng In speCial skill areas WhIle the



gUIdance of the experts IS Important, the success and Impact of thIs Irutmtive depends
on the motIvatIOn and comrmtment of participatmg murucipahties

The relevance and Importance of thIs program hes m Its responSIveness to the needs
of Armeman local governments and trairung that IS entIrely Armeman m Its applI
cabIlIty To achIeve thIS, the traImng seSSIOns and on-SIte aSSIstance are fleXIble and
responSIve to the real world needs and expenence of the murucipal partICIpants and
any regulatory changes affectmg mumcipal budgetmg practIces TOPICS presented
reflect the vanous stages of the budgetary cycle ofpartICIpant cItIes

All cItIes participatmg m the program commIt to reformmg theIr murucipal budgetary
and financial management practIces MurucipahtIes also commIt the staff tIme
necessary to undertake the reforms, partICIpate m all workshops, and work With the
resource experts on-SIte to bnng about budget reform m theIr respectIve CItIes

Two CIty staff members-the chIef financial officer and the deputy mayorparticipate
m all workshops At the conclUSIOn ofthe project, the CIty Will have produced a fiscal
year budget that adheres to the standards of best budgetmg practices and a three-year
plan for commuruty development In addItion, CIty staff may be asked to serve as
resource experts to other CItIes that eRter the program m future years
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Cities Partlclpatmg m the Program

1997

YerevanJAchapmak

YerevanJArabkIr

AboVIan

Ashtarak

Jermuk

Sevan

Sissian

Vanadzor

1998

Yerevan/Center

Yerevan/Nor Nork

Alaverdl

Charentsavan

Gyumn

IdJevan

Kapan

Nor HaJn

Spitak
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Accomplishments To Date

• CreatIOn of a Local Government Trammg Center dedIcated to sla.U bUIldmg,

traImng, pubhcatIOns, mfonnatIOn, and commumcatIOn

• Budget refonn m 18 Armeman cItIes, representmg 39 percent of the populatIOn
of Armema (based on 1995 ROA Census data) Program budgets and three-year
commumty development plans have been pubhshed by each mumcipahty

• Conduct of first-ever pubhc heanng for cItIzens to comment on the mumcipal
budget

• PartnershIp With the School of Pubhc AdmmistratIOn to proVIde trammg and field
consultatIOn

• A two-week study tour to Romama and Hungary to learn about the expenences m
tranSItIOnal countnes

• Jomt pubhcation ofa budget manual With the Mimstry ofFmance and Economy
and the Mimstry of Temtonal Admmistration that has been dissermnated to 900
commumtIes

• Three booklets on (1) the Law on Local Self-Government, (2) local government
pohcy, and (3) samples of exemplary budget documents

• Twelve workshops on vanous aspects ofbudgetmg and finanCial management

• Development of traImng packets, mcludmg shdes, case studIes, and background
readmgs Packets have been adapted to meet the needs ofvanous traImng orgam
zatIOns and local government practItIOners

• Mim-traImng programs offered by the School ofPubhc AdmimstratIOn for
commumties not participatmg m the eIght-month program

• A NatIOnal Conference on Developments GUIdmg Local Government FIscal and
Budget PractIces Over 250 offiCials partICIpated m thIs two-day event

• SpeCIal semmars for elected offiCIals

• TraImng of trainers program for Armeman local offiCIals

• CreatIOn of Commumty Dmon (Mayors ASSOCiatIon) and Commumty Fmance
Officers ASSOCiatIOn

• Development of a cadre of Anneman local mumcipal offiCIals who have mtro
duced mnovatlOns and who proVIde trainIng, techmcal aSSIstance, and consultmg
to other Anneman local governments

• ASSIstance to the ROA on draftmg legIslatIOn related to the (1) Law on Local
Self-Government, (2) Law on the Budget System, and (3) proposed Law on
EquahzatIOn pendmg before the Parhament
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David Zadoyan, Minister of Territorial Administration
I am pleased to be present at thIS conference We are all assembled here to learn
sometlung from each other I am grateful to the orgarnzers of the conference and to
all those who help us Improve our knowledge of the local self-government system

I would hke to use thIS OPPOrtunIty to share WIth you my concerns about the
preparatIOn of 1999 local budgets

Expenence shows that you often make consIderable mIstakes m prepanng the draft
budgets I do not mean that you are actually not capable ofprepanng a budget, but
there are a number of subjectIve reasons that bnng about those mIstakes For
example, you understate the local revenue to get more SubSIdIes from the state
budget

My request to you IS to dIscontmue those practIces m prepanng the next year's
budget

I would lIke to attract your attentIOn to the fact that the government has reqUIred
marzpets to stnctly morutor the legItImacy of the commuruty's land lease The lease
of land IS consIdered legItImate only If a lease contract IS m place ThIs revenue
source constItutes a large part of the local budget m the case of rural commurutIes
The same IS applIcable also to the property tax Presently, the government plans to
mandate all the responsIbIlItIes related to property tax collectIOn and admIrustratIOn
to the commurutIes It IS my opImon that If you, along WIth your local councIls,
manage to prepare good budgets, the SOCIOeconomIC SItuatIOn m commurutIes WIll
gradually Improve

Tms IS what happens m realIty I do not know why, but certam mayors seem to have
forgotten that there IS a local councIl, whIch has to approve the property tax rates
pnor to applymg them BeSIdes, there are local counCIls, wmch for reasons unknown
to me, have become subordmate to the mayors The mam ObjectIve of tms trammg
program, and also my obJectIve, IS to make the mayors understand that they are not
entItled to make any expendIture WIthout the approval of the local councIl FIrst, the
local councIl has to approve the budget along WIth the expendItures, and only after
that can the expendItures be effected

I belIeve we WIll organIze SImIlar semmars for local counCIls, too, for they need to be
mformed of theIr statutory powers and responsIbIlItIes The local councIl has to
become the counterbalance of the mayor m finanCIal matters

We stIll have a lot of unsolved problems related to the work oflocal governments
due to the lack ofprofeSSIOnal skIlls and knowledge of the eXIstmg laws and regu
latIOns I hope efforts lIke thIS WIll contnbute to a better knowledge of our laws and
better skIlls to Implement them m real lIfe

4
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10:30 - 11.30
Keynote Address

Khosrov Haroutluman, Chair of the National Assembly
I would hke to acknowledge Mr Zadoyan, the Mimster of Temtonal AdnurustratIOn,
and the leMA and USAID representatIves In my 0pIruon, we have achIeved a lot m
recent years as to the establIshment and advancement of the local government sys
tem ThIs conference Will help summanze those efforts

When we, together With Mr Rosenberg, were discussmg the speCIfic goals and
ObjectIves of the conference, we agreed that It would be better to focus the
dISCUSSIOns mamly on those problems we somehow faIled to solve I thmk the
conference should address those problems, as well as suggest the pOSSIble solutIOns
and models

Recently, there were dIscussIOns m the NatIOnal Assembly on the nature of financIal
equahzatIOn I noted that there are stIll Issues relatmg to the fundamental provlSlons
of the law and the system that need conceptual mterpretatIOn I would lIke once agam
to speak about the basIC pnnciples of local self-government I am sure the represen
tatives of the MllliStry ofTemtonal AdnurustratIOn, marz executives, School of
Pubhc AdmirustratIon, local self-government authontIes, as well as our colleagues
from the Uruted States have a good understandmg of the present legIslatIOn on local
self-government Nevertheless, I tmnk another attempt to mterpret a number of
conceptual Issues Will be qUIte useful

The first, most Important questIOn IS why do we need decentralIzatIOn? We have to
answer tms questIOn We had a State and a well-establIshed publIc adnurustratIOn
system, wmch was a strong, centralIzed macmne With a defirute model of resource
dIstnbutIOn So, why do we move toward decentralIzatIOn? It IS very Important that
such local problems as waste collectIOn, water supply, and prOVlSlon of publIc utIlI
ties are managed locally EffectIve and effiCIent management of such problems IS
pOSSIble only m a decentralIzed publIc admlllistratIOn system ThIs IS the reason why
we want to make tills smft towards decentralIzatIOn I would hke to pomt out that a
model based on two concepts was applIed m Armema ThIs model has many tImes
proved to be successful The first concept refers to decentralIzatIOn, wmch means
delegatIOn of powers from mgher tIers of executIve authontIes to the lower tiers,
excludmg decision-makmg responSIbIlIties ThIs means the local authontIes are not
entitled to take responSIbIlIty for dIstnbutIOn of fmancial and other resources Marz
executives also have a Wide range of other powers that do not mclude dIstnbutIOn of
finanCIal and other resources The marz executIves are receIvmg stnctly earmarked
allocatIOns from the state budget Thus, thIS system IS based on decentralIzatIOn and
delegatIOn of powers Another tier of decentralIzatIOn IS the local self-government

5
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To provIde for a more effiCIent and effectIve management oflocalissues, the central
executIve passes some of Its powers to local executIves These decislOn-makmg
powers refer to management of local financial resources and prOVISlOn of local
servIces This IS the entire dIfference ThIs IS why we say that local authorIty-the
representatIve body, the local counCIl-IS formed to enable a more effectIve and
ratlOnal use of the mayor's powers Nevertheless, the local self-government is not an
Isolated government body It IS a part of the central executive system It has certam
statutory powers and responsIbIhtIes ThIs IS the whole philosophy of the model that
underhes the local self-government system I would hke to dlustrate my viewpomt
by the followmg example

We often ask, "How IS It pOSSIble that the central government removes a mayor
elected drrectly by the commuruty? Does not this COnflIct With the ConstitutlOn and
legislatlOn?" It does not, as the government IS the source of local government
authorIty, functlOns, and powers, and the government IS responsIble for the situatlOn
m localItIes We developed this model because we are convmced that this framework
of government powers WIll contnbute to more rational and effectIve solutlOn of local
problems ThIs IS the most Important philosophy of the system

The second thing that I want to emphasIze IS the defimtlOn of local self-government
The defimtlOn IS based on two very Important concepts Local governments have the
authorIty and the capaCIty to manage all the Issues of local Importance at then own
discretlOn

ThIs leads us to the key concept underlymg the system no governmental functlOns
and powers can be exercIsed unless they are supported by correspondmg financIal
and economIC resources We cannot aSSIgn responsIbIhties to local governments, If
the law, the system, does not proVIde any oPPorturutIes for them to finanCially and
economIcally support those responsIbIhties Thus, the most Important Issue IS to
create opporturutIes for local governments and only then asSIgn correspondmg
powers and responSIbIhtIes This, m my opimon, IS the next lIDportant concept,
which has to be conSIdered while developmg our approaches

A number of prIncIples pertalmng to local governments were stIpulated by the Law
on Local Self-Government I would hke to expand upon some ofthose prIncIples, the
most Important ones FIrst, we stated m the Law that the central government has to
proVIde for harmomous development ofcommumtIes, wruch means that the State has
to ehmmate or mItigate sIgmficant dIfferences m financIal oPPorturutIes and
economIC resources of dIfferent commurutles In other words, the State has to
guarantee harmomous development ofcommumtles through fmancial equahzatlOn
ThIS does not mean absolute equahzation It rather Imphes that the State has to create
equal opporturutIes for the commurutles or aSSIst the commuruties m achIevmg equal
development standards I Will expand upon thIS system later

The second Important prIncIple stIpulated m the Law refers to local authOrItIes, marz
executives, and the comparatIvely hIgher agenCIes of the central executIve In other
words, all the Issues of local relevance that do not fall mto the range of statutory

6



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

responsIbIlItIes of any central government agency are consIdered under local Juns
dIctIOn Tills IS a very Important prmclple, willch we can use to fill the gap that mIght
occur m the relatIOns between the local governments and the marz executIves, for It
IS ImpOSSIble to define all the powers and responsIbIlItIes of the two SIdes wIth
absolute accuracy For tills reason, It was agreed that If ever we come across an Issue
of local relevance that IS not mcluded m the range of statutory powers ofeIther party,
!lus Issue shall be consIdered WIthm the JUrIsdICtIon of local governments I tillnk tills
pnnclple IS Important to better understandmg the system of local self-government

Another very Important pnnclple the local government's actIvItIes should be trans
parent and open to the publIc SometImes we do not take tills pnnclple as senously as
requued SometImes we tillnk that tills IS a banal phrase that eXIsts only on paper In
realIty, !lus IS a very Important mechamsm for makIng the actIvItIes of local govern
ments more effectIve Open to the publIc means that local government actIvItIes and
deCISIons should be transparent and clear for the populatIOn to enable the commuruty
members to dIrectly control the admllllstratIOn process We should not forget that the
ultImate goal of local self-government authonties IS to Improve the lIvmg standards
In other words, the local authontles have to serve the commuruty that elected them
pnmanly to Improve the lIvmg standards For!lus reason, local government actIvItIes
should be transparent, willch can be achieved through publICIty We thought of cItmg
a certam publICIty model m the law, which would guarantee publICIty and help
establIsh an atmosphere of confidence m the relatIOns between the local authontIes
and CItIzens You must admtt that each ofyou has had contacts With the people who
elected you In these relatIOns confidence IS of utmost Importance CItIzens should
trust the OffiCIalS they elected and be sure that the OffiCIalS are capable of Improvmg,
and WillIng to Improve, the lIfe of the commumty ThIs IS one of the most Important
problems, whtch we Will try to regulate by makmg correspondmg amendments m the
law

I would lIke to make a bnef overvIew of local government powers I wIll not expand
upon those powers, but I would lIke to reVIsIt the mam pnnciples underlymg them
The first pnnciple we already mentIOned local governments may have dIfferent
powers of a dIfferent nature These powers can be clasSIfied as mandatory, delegated,
and voluntary Our model of local self-government IS closer to the European, partI
cularly the German, model In thts sense, It IS very Important to dIfferentIate the local
government powers and clasSIfy them based on theIr nature TIns IS especIally
Important considenng our current finanCIal dIfficultIes You know that we have a
Wide range of mandatory powers stIpulated m the law The law also provIdes for
delegated and voluntary powers The Law on Local Self-Government lIsts the
powers, but It does not contam any proVIsIOn concermng the extent ofeach power
We say that these powers should be mandatory But It IS for local governments to
determme the level of servIces to be provIded m the current year wlthtn the frame
work ofeach power SometImes It seems that the powers stIpulated m the Law Imply
a certam level ofservIces defined by central government norms But by gIvmg such
authonty to the central government we wIll endanger the mdependence of local

7
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budgets By allowmg the central executive to mtervene m local budgetmg activIties,
the central government Will have more mfluence over the local budgetmg process
Without beanng much responsibillty In the former system, we at least knew who was
responsIble for fundmg the servIces In tills system we wIll have a central govern·
ment that IS entItled to mterfere m local budgetmg matters (use of local budget
resources and OpportunIties, etc ), but one that bears no responsIbIlIty for supportmg
budget declSlons There are a lot ofquestIOns and problems that we need to dISCUSS
vIgorously today I belIeve that by exchangmg our VIews and shanng our expenences
we Will manage to come to a better solutIOn

The next Important element reqUIred for the establIshment of the system IS the
economIC and fmancial base of local governments It IS useless to speak of any power
If It IS not supported finanCIally We are past those times when It was pOSSIble for top
OffiCIalS to asSIgn an actIVIty WithOut thmkmg about the fmancial capaCIties and
pOSSIbIlItIes In other words, If the reqUIred fundmg IS not avaIlable, It IS useless to
talk about any power or authonty Thus, fundmg becomes the most Important Issue,
and budgets are better managed only If the local governments are given a free hand m
theIr actiVItIes Only m this case can we assume that local governments have the
finanCIal opportunItIes, 1 e, authonty, to manage and dlstnbute the local finanCIal
resources ThIs means that the local governments should have ownership nghts and
the nght to manage theIr property, which IS the basIS for theIr finanCIal and econOmIC
well bemg ThIs IS why the law stIpulated that certam faCIlItIes, certam property
Items have to become mumclpal property The financial Issues have been settled m
the Law on the Budget System, m the part that relates to local budgets

The mam philosophy of this law IS the follOWing first, as opposed to the State
budget, which IS merely a forecast for the follOWing budget year, the local budgets
must be absolutely predIctable Local budget revenue sources were defined based
upon thIS proVISIon It IS not by comcldence that such revenue sources as the property
and land taxes were reserved for local budgets Ifwe do not change the rates for those
taxes every month, the local budget revenues Will be qUIte predIctable

I think It IS ObVIOUS for you that the quantItIes and values of land and real property
Items are not lIkely to change dramatIcally over the years These taxes can be con
SIdered stable and predIctable revenue sources for local budgets We reserved another
revenue source for local budgets 15 percent of the mcome tax collected I do not
conSIder this the best solutIOn ThIs was a result ofa compromIse at the NatIOnal
Assembly The representatIves oflocal governments and the MIIDStry ofFmance and
Economy know It IS extremely dIfficult to determme the commumty's share of the
mcome tax, while one of the mam reqUIrements for local budgets IS ItS predIctabIlIty
Very often we see cases ofadmIIDstrative abuse m regard to calculatIOn and collec
tIOn of the 15 percent of the mcome tax

The second pnnclple refers to the local government's abIlIty to raise addItIOnal
revenues and find alternatIve sources of financmg by establIshing local duties and
fees Thus, the part of the local budget called the operatmg budget has two types of
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revenue sources (1) stable revenues In the form of land tax, property tax, and also
mcome tax and (2) alternatIve local revenues

Recently we adopted a law on local dutIes m whIch we lIsted the legltlmate dutIes
and theIr maxImum rates For some types ofdutles no rates were set ThIs means that
you are entItled to Impose dutIes at a rate approved by the local councIl In other
words, thIS IS absolutely an Issue of local JunsdictIon, enablIng the local governments
to mcrease theIr budget InflOWS Another source of revenue for operatmg budgets IS
the state budget subSIdy allocated by the central government In conformIty WIth the
pnnclple of financIal equalizatlOn By subSIdy I mean the amount of funds allocated
by the central government to the local government WIthout any further control over
the use of those funds The equalIzatlOn subSIdy IS only a tool for Improvmg the
finanCIal capaCIty of local governments The SubSIdIes WIll be transferred to the local
operatmg budget, and the localItIes can use those funds at therr own discretlOn, as a
part oftherr total budget revenue We are not entItled to control or momtor the use of
those funds

You know that the budget conSIsts of two parts the operatmg budget and the caPItal
_ budget We also prOVIded for a Imk between these two parts of the local budget We

proVIded for the creatIon ofa local reserve fund, 20 percent ofwhIch can be used to
finance capItal budget expendItures, Ifneeded We made thIs proVISIon delIberately
We cannot break thIs lInk smce we do not have a developed bankmg system At
present, our banks do not have enough resources to proVIde loans for all the devel
opment projects Ifwe dId not prOVIde for thIs lInk, we would have a SItuatIOn where
the communItles would be borrowmg WIthOut thInking about debt servIcmg The
basIC concept of the budget system reads as follows "no local budget WIth a defiCIt
shall be adopted" ThIs means that the local expendItures must not exceed the local
budget revenues The purpose of thIs prOVISIOn IS to prOVIde an Imtlative for the local
governments to mcrease, to the extent pOSSIble, therr own budget revenues In case of
a defiCIt, we have to seek revenue sources to finance the defiCIt If we chose that path,
the local budgets would become a rather sIgrnficant element of the finanCIal market
and the state finanCIal system Hence, I thInk, we made a very Important proVISIOn

For the Implementatlon oftheu responsIbIlItIes, communItles can use exactly as
much money as receIved m the local budget from revenue sources ThIs prOVISIon,
too, has a very Important purpose We have to create an enVIronment where the local
authonties are motIvated to mcrease theIr budgets and undertake the responslblhty of
provldmg more servIces For thIs reason we mSIst on asslgnmg the responsIbIlIty for
collectlon of local taxes-the land tax and the property tax-to local authontles The
more they collect, the more revenues they WIll have If they fatl to collect enough,
they WIll not have enough revenues But m thIs case, the amount of the state budget
subSIdy WIll remam unchanged In our finanCIal equahzatIOn system, the subSIdy SIze
should be determmed based on the land and property owned by the communIty It IS
not the problem ofthe government whether the local authontles succeed In collectmg
the taxes on that property or not In thIs way we WIll create an mcentlve for local
governments to collect the taxes from all the ehglble Items of property I thInk thIS
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helps to mcrease both the responsibilltIes and the opporturntIes Moreover, I thmk,
we wIll move even further m thIs respect m the next three years by gIvmg local
governments the OPPOrtunIty to conduct economIC pollcy I beheve, by that tIme, we
Will have a well-developed system, and we Will have guarantees that the level of
mvestments m the Repubhc IS suffiCIent BeSIdes, by that tIme we wIll have accumu
lated enough expertIse and know-how

We also suggest that the commuruties be gIven the authonty to establlsh the rates for
land and property taxes The state may establlsh the maxImum rates for these taxes,
but each Junsdlctlon should be entItled to establIsh ItS own rates WIthm the estab
lIshed lImIts By gIvmg the local governments the authonty for establlshIng the
property and land tax rates, we proVIde them With strong financial and economIC
pollcy tools, whIch can be used to regulate the volumes of capItal mvestments

If we are able to provIde the local governments With certam powers m regard to the
corporate mcome tax, as m France, the commurutIes Will have a real opporturnty to
sIgrnficantly Improve therr budget capaCItIes It IS clear for all of us that whatever
reforms we undertake they should be mIme With the basIC pnnclples of local
budgetmg (1) the local budget must be balanced, and (2) the local government must
have the power to manage the local resources We Will never deVIate from these
pnnclples

In regard to finanCIal equalIzatIOn, I would llke to mform you that the NatIOnal
Assembly IS currently dlscussmg, and has already approved m the first readmg, the
draft law on finanCIal equallzatIOn Frrst ofall, I want to state that we have to
acknowledge the efforts of the government m thIs respect The government came up
With thIs legIslatIve ImtIatIve We have been waItmg for such a law for a long tIme
However, we have the ImpreSSIOn that most ofyou, who Will bear the Immediate
Impact of the law, are not qUIte satIsfied With the draft, smce It prOVIdes for
reVIeWing the finanCIal potentIal ofa commurnty pnor to allocatmg the equalIzatIOn
subSIdy What does thIs mean? To make my statement more expllclt, I should
mtroduce to you the German model FIrst, we must note that the development of thIs
model m Germany took many years Dunng thIs penod, conSIderable statIstIcal data
were accumulated, and comprehenSIve analySIS of the SItuatIOn was performed

The pnnclpal phIlosophy ofthe model lles m understandmg the fmanclal SItuatIOn of
a commurnty, whIch IS mterpreted as the phYSIcal capaCIty ofaJunsdictIOn to pro
VIde servIces to the commurnty's populatIon Based on the qualIty of the eXlstmg
SOCIal servIces, publIc utIlItIes, and mfrastructure, the commurntles m Germany are
clasSIfied mto groups (A, B, C, D) The commurntIes m the same group have SOCIal
servIces and mfrastructure ofnearly the same qUalIty schools, kmdergartens, roads,
water supply, etc SImIlarly, the volume of muruclpal servIces m such communItIes IS
approxImately the same Based on thIs mformatIOn the number ofCItIzens usmg
those servIces IS determIned For mstance, let us assume that Charentsavan has a
mUSIC school, whIle the neighbonng VIllages do not have any The mhabltants of
those VIllages make use of that mUSIC school, thus, the number of users of the
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servIces ofCharentsavan's musIC school wIll mcrease Sumlarly, If the CIty has a
hospItal that also provIdes servIces to the CItIzens ofneighbonng communItIes, we
can assume that the number of users of that murucIpal servIce mcreases SO, based on
the number of users, It WIll be possIble to calculate the financIal capaCIty of the
servIce

The estImated per capIta fmancial potentIal IS used m the German equalIzatIOn model
to determme the amount of subSIdy needed to equalIze the SItuatIOn m dIfferent Juns
dIctIOns ThIs IS the mam phIlosophy of finanCIal equalIzatIon In Germany, not only
the small but also large, strong CItIes such as Frankfurt receIve equalIzatIOn SubsIdIes
The dIfference IS that smaller, poorer CItIes receIve much bIgger SubSIdIes than larger,
ncher CItIes Consequently, the opportunItIes of small and large CItIes m terms of
fundmg muruclpal servIces are gradually becommg even

ThIs IS the problem that we seek to solve WIth the help ofthe equalIzatIOn law It IS a
rather dIfficult and complex ObjectIve that reqUIres many years' work m statIstIcal
analySIS and data collectIOn I thInk It would be better to allocate all the funds appro
pnated m the state budget for provldmg equalIzatIOn SubSIdIes than to leave It to the
dIscretIon ofthe MImstry of Fmance and Economy

Another speCIfic pomt the draft law assumes the local governments are not the
servIce proVIders They create condItIons for others to proVIde those servIces ThIs IS
an Important pnncIple, whIch lays the basIS for the establIshment of a new structure,
the muruclpal enterpnse The draft law says that all the servIces have to be prOVIded
mostly by the pnvate sector, however, we stIpulated m the law that m certaIn cases
when It IS unpossIble to ensure thIs, servIces can be prOVIded by murucipal enter
pnses ThIs IS the model for the ImplementatIOn of local government responsIbIlItIes
As opposed to the former executIve commIttees, whIch were dIrectly provldmg all
the servIces (water supply, waste collectIOn, housmg mamtenance, etc), the local
governments create an enVIronment for these servIces to be proVIded to the popu
latIon These servIces have to be paId for And It IS the user who has to pay When
waste IS removed, the user pays The local government has to pay from the local
budget only for such servIces as street IIghtmg for whIch It IS dIfficult to determme
the users It IS up to the users to pay for the Improvement to the yards and the housmg
stock So, these mechamsms are currently bemg realIzed m the SOCIety and are
becommg more and more Important

Another questIon IS how we are gomg to execute the powers reserved to local
governments In thIs sense, we are far behInd our reform targets We have been
talkmg about a law on mumcIpal enterpnses and orgamzatIOns, a law on the
procedure ofexecutIOn ofthe local government responSIbIlItIes For mstance, who
has to prOVIde for the waste collectIOn and mumcipal transport servIces? The local
government must only orgamze, not Implement In other words, the local government
cannot do busmess or get mvolved m entrepreneunal actIVItIes

The local government's task IS to create the condItIOns for pnvate or mumcipal enter
pnses to proVIde those servIces I WIll gIve an example of how a local government
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may be Involved In thIS process Let us assume that a tender has been announced m a
town for the prOVlSlon of certam servIces, say waste collectIOn A pnvate orgaruza
tIOn applIes to partICIpate m the tender Waste collectIOn servIces cost money, and
naturally the beneficlanes have to pay Also, It IS natural that m thIS case the fee for
the servIce Will be much higher than the average CItIzen can afford It IS here that the
need for local government Interference appears The local self-government can
allocate a subSIdy from the local budget to the proVIder of the servIce to reduce the
fee to an acceptable SIze

We stdl have a lot to do m this field I thInk, With the JOInt effort of the MiruStry of
Terntonal AdnurustratIOn, the government, and the NatIOnal Assembly members
commItted to this task, we Will successfully accomplIsh the work And after that, I
belIeve, our local governments, With the aSSIstance of ICMA, Will succeed m
gradually ImplementIng our plans m real lIfe

One thmg IS ObVIOUS the last three years were not spent m vaIn The fact that today
we dISCUSS matters related to local government powers, the fact that durmg our field
VISItS the local government representatIves present theIr arguments and cntIclZe the
local self-government law speaks to our success

I belIeve m the future of the local self-government system, and I belIeve that the
future of the RepublIc depends on the successful establIshment ofthe system

QuestIon
Mr HaroutlUruan, let us assume there are two commurutIes With an equal number of
local OffiCIalS One ofthe commurutles has agnculturalland, while the other Juns
dIctIOn does not have any The commuruty posseSSIng land also has a source of
budget revenue from the land tax although Its collectIOn IS dIfficult, expenSIve, and
labor IntenSIve And although the eXIstIng land tax rate IS rather low, the commuruty
possessmg land does not receIve a subSIdy, whIle the other commuruty receIves a
subSIdy Without dOIng any work I would lIke to hear your oplruon on this SItuatIOn
Do you think It IS correct? In my op1illon, the condItions for those two commurutIes
are not equal at all

Answer
I agree, as It goes agamst the pnnclple ofequalIzatIOn I Will CIte an example Let us
take a commuruty that has no land at all And let us take another commuruty that has
plenty ofland Our aIm IS to determme the fInanCIal capaCIty ofeach commuruty
based on the eXistIng local budget revenue sources (land tax, real property tax) The
amount of equalIzatIOn subSIdy IS determmed based on the estimated per capIta
property and land tax revenue The present equalIzatIOn system IS far from bemg
perfect, because In 1998 the system was based on the finanCIal IndIcators of 1997
For tms reason, the SubSIdIes were proVIded only to the needIest commurutles
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In tIns manner, we calculated the total subsIdy to be approved along wIth the 1998
state budget, and only after that we worked out an artIficIal dIstnbutIOn procedure I
tInnk the draft law on financIal equalIzatIOn that we are currently dlscussmg m the
NatIonal Assembly Will gIve answers to many questIOns The problem IS not
approached correctly today We want to find a better SolutIon to the problem that Will
make the equalIzatIOn subSidy a tool for improvmg the finanCIal potentIal of
commurntIes

QuestIon

Mr HaroutIurnan, is there any program for gradual transition to the local self
government system? We need It to plan our activitIes and make forecasts We want to
be sure that, for mstance, m March nobody WIll declare that mcome tax is no longer a
source of local budget revenue

Answer

I understand your concern I want to remmd you that we have a law on taxes, wmch
clearly says that no tax can be changed m the course of the fiscal year The amend
ments made to the eXlstmg tax system come mto force only from the begmmng of the
followmg fiscal year The concern that a tax may be removed m the ffilddle of the
fiscal year is ungrounded Such a change may be brought about only at the begmmng
of the next fiscal year Generally, I share your concern from a certam pomt of View,
as the medlUm-term fiscal polIcy should be predIctable ThiS is not only a local
government problem, but also a general publIc finance issue It refers also to the state
budget The government should have at least a three-year actIon plan to know how to
plan itS actiVIties and what to do The current unclear SituatIOn is due to the lack of
expenence m developmg finanCIal and economIC polICIes

QuestIon
Mr HaroutlUman, Ashtarak commumty is agamst any kmd of subSidIes Takmg mto
conSideratIOn the present state ofaffarrs m our country, we refused to take any
subSidy and do not expect any m the future Instead, I have two requests

Is it pOSSIble to urnfy the property tax and the land tax mto a real property tax? It has
also a psychologICal consequence, as people say that they pay land tax and property
tax I suggest havmg a smgle real property tax and a smgle law on real property tax

We have a law on the property tax, but the mechamsms for assessmg the property m
commurntles do not work I am not talkmg about the reSIdentIal houses There are
numerous mgh-value enterpnses that were pnvatized for peanuts When you ask an
owner of such an enterpnse the sellmg pnce of the property, he talks about thousands
of dollars, and he does not want to bargam But when you talk about the property tax,
they pomt out the miserable balance sheet value of the enterpnse I trunk tIns is
unfaIr
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Answer

Flrst~ I would strongly advIse the mayor of Ashtarak not to refuse to accept SubsIdIes
I do not belIeve that all your financial problems are solved After all you can use the
subsIdy to strengthen your capItal budget As for umficatIOn of the property tax and
the land tax~ I totally agree wIth you In none of the Western countnes Will you find
separate land and real property taxes In CIvIlIzed countnes, the term real property
first of all means land, and the bUIldmgs and structures on It At the begmrung, we
had certain techrucal dIfficultIes m Introducmg a unIfied real property tax But now, I
belIeve the State Department ofUrufied Cadaster Will make all efforts to create the
baSIS for tranSItIOn to a new system of unIfied taxatIOn On the other hand, we have to
gradually come to an understandmg that when we buy a land plot, we buy also the
bUIldmgs and other Items of real property on It

As for the enterpnses, I do not think they need to pay real property tax You remem
ber, formerly we had a fee for the use of fixed assets The property tax paId by enter
pnses IS very SImIlar to that fee for fixed assets In Western countnes, enterpnses pay
other local taxes In France, for mstance, this payment IS called fee for the use of
resources The enterpnses that use local resources-the land, human resources, etc 
pay that fee I think It IS too early for us to think about Introducmg such a tax We
stIll have a lot to learn about It Maybe m 1999 or 2000 we WIll come to Introduce
such a tax, but It should be dIfferent from the present property tax An enterpnse
cannot pay a property tax smce It IS not JustIfied from the econOmlC pomt of VIew

QuestIon
Mr HaroutlUruan, I want to hear your oplmon on the follOWing matter, wmch has
already been extensIvely dIscussed StIll, I want to ask these questIOns

1 What are the pnnclples for the dlstnbutIOn ofproperty? It IS unclear to me why
the power supply and gas supply networks were not gIven to communItIes, wmle
the water dlstnbutIOn and heatmg networks were gIven to us WhIch pnnclples
were applIed?

2 How were the present proportIOns of local revenue sources detefmlned? We made
a proVIsIon m the law for the 15 percent of the mcome tax to go to the local
budget Only one communIty m the RepublIc ofAnnema benefits from that
prOVIsIon, the Center neIghborhood communIty of Yerevan From the total
Income tax revenue, 90 percent accrues to the local budget of Center communIty
ThIs IS due to the fact that the headquarters of the most profitable monopohstlc
comparues such as Annentel and Hayenergo are located m Center communIty
Thus, the mcome generated through the branch offices of those comparues m
dIfferent JunsdictIOns IS centrahzed m one place

We speak about asslgmng the responslblhty of land and property tax collectIOn to
local authontIes Why do not we want to gIve tills authonty also m regard to Income
tax collectIOn? The local governments WIll pay the state budget theIr share ofmcome
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tax collectIOns You mentIOned that the government IS the source ofauthonty I dunk
the government should provIde equal powers to marzpets and mayors Why should
the marzpets have more powers?

Answer
I WIll start WIth the pnncIples for allocatmg of property to the commurutIes The first
and foremost pnncIple IS that all the facIlItles reqUIred for aJurIsdIctIOn to execute Its
mandatory responsIbIlItIes should be transferred to the JurIsdIctIOn As for the decI
SIOn to gIve to the commurutles the water dIstnbutIOn and heatIng networks Instead
ofpower supply and gas supply networks, I thInk thIs was the nght decIsIOn It was
clear that the water dlstnbutIOn system needs substantIal structural changes The
structure ofthe cham (water producer - water supplIer - water consumer) has to be
reformed, as we dtd In the energy sector Investments are possIble only m the case of
a strong centralIzed system I do not thInk we can do anythmg by trymg to attract
pnvate mvestments In the 932 commumtles I thInk we should take thIs burden from
the local authontles Moreover, It IS unjust to put the responsIbIlIty for management
ofwater supply problems on local authontles

As for the uneven dlstnbutlOn of Income tax revenues, I thInk It IS qUIte normal,
because the mcome tax IS not a local tax by nature, and cannot be assocIated to local
budgets Income tax IS a state budget revenue Its yIelds depend on the current eco
nomIc polley The responsIbIlIty for It should be assIgned to the central executIve
Even If we make an expenment and asSIgn the responsIbIlIty for Income tax collec
tIon to local authontles, you WIll be mcapable ofperformmg the task In 1999-2000, I
thInk, we WIll come to understand that the Income tax IS a purely natIOnal tax and
should go totally to the state budget

Question
Mr HaroutIuman, IS the NatIonal Assembly plannIng to reVIew the Law on Local
Self-Government In ItS upcommg sessIOn? I know there were such proposals from
the standmg commIttees of the NatIOnal Assembly and the Mmlstry of Temtonal
AdmlrustratIOn

Answer
To tell the truth, we should have already orgaruzed the first dIScussIons The standmg
commIttee on legal matters had to take that IrutIatIve Unfortunately, they delayed It
There were a number ofother legal Issues that we wanted to dISCUSS Mr Vosker
chIan, Mr GImlshIan, Mr Ayvazran, and I dIscussed the pOSSIbIlIty of USIng thIs
leMA lrutlatlve to dISCUSS the ways to Improve the eXlstmg legIslatIOn I do not thmk
It WIll be pOSSIble to senously approach the local self-government law SInce we have
more urgent draft laws to dISCUSS, rangmg from the CIVIl code to the draft budget and
the draft law on energy Actually, I thtnk we WIll be able to dISCUSS thIs Issue no
sooner than In our follOWIng seSSIOn
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Question

Mr HaroutlUruan, to tell the truth, I have learned a lot of new thmgs from your
speech The most Important thmg that I would hke to confirm was your statement on
the role of the local government m the natIOnal executive Do you mean that the local
government IS a part of the natIOnal executIve, Its lower tIer?

Answer
That IS exactly what I meant Thank you for raIsmg that Issue once agam I also
wanted to return to that diSCUSSion Mr Voskercman, Mr Glmlsman, Mr Ayvazlan,
and I are the founders of the Law on Local Self-Government The law was wntten m
one year But even today we have certam pomts ofdIsagreement Ofcourse, the local
self-government authonties are the lower tier of the national executIve Ifwe assume
that the local government IS a urut outSIde the national executIve, then we WIll have
to ask ourselves wmch IS the source of ItS power Ifwe assume that the source of ItS
authonty IS the commuruty, we WIll have to cope WIth the Idea that the commuruty IS
a legal entity In tills case, If such an entity suddenly deCIdes to utthze Its nght to
self-determmatIOn, we WIll not be able to do anytmng against It Thts Idea IS the
cornerstone of Forsctam's pmlosophy m ms "CIty-state" Thus, everybody under
stands that such a turn of events could cause senous problems for state pohcles and
state governance What IS more unportant? The powers gIven to the local government
by the local self-government law are those of the executIve authonty Even our
ConstItutIon says that SImply, to proVIde for a more effectIve solutIOn of local
problems, we gave the local authonties governmental functIOns, Ie, we gave them
decisIOn-makmg powers for the dIstnbutIOn of local fmancial and economIC
resources
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11 :45 -1 :15
Progress to Date Under the Law on Local
Self-Government: Three Perspectives

Moderator Vache Tertenan, Chief of Staff of the Minister of TerntonaJ
Admmlstratlon

80S Glmishlan, National Assembly Member
Fust of all, I would lIke to thank the conference organIzers leMA and USAID I
find the subject of the conference extremely lffipOrtant for the development and
success ofour country I tlunk, If we establIsh a well-founded local self-government
system, It Will help us strengthen the democracy m the RepublIc and overcome the
cnSlS m our country Smce Mr HaroutlUman actually revIsed the entue local self
government Ideology, everythmg that has been accomphshed to date IS m rus keynote
address Many concepts were mtroduced here for the first tIme Members of the
NatlOnal Assembly who partICIpated m the draftmg of the law and m ItS further
development are also Witness to tlus fact

Let me start With the fust Issue, wruch IS cntical Local self-government has power,
and the source of tlus power IS the people, not the government, as stated by Mr
HaroutlUman The government IS not a source ofpower People hold the power, and
people, through electlOns, form the local government Let me state the followmg we
Will not allow local governments to become subordmates eIther of the central govern
ment or the State admimstratlOn It Will never be like that OtherWise the system w111
be called State admimstratlOn, wruch IS possIble under a dlctatorsrup and not under a
democracy It means that local self-government may be renamed, tlus law may be
canceled, and local governments may become subordmates of the executIve power
TIns Will happen only If we are unable to prevent such a tendency

The next Issue I would lIke to comment on IS the follOWing any power that IS formed
by people and through the State IS a competItive power State admimstratlOn and
local governments are two forms of power that eXIst m our country under the current
law Governments created by the people through the electlOns are competItive TheIr
mterests m 90-95 percent of cases do not comclde

In a decentrahzed system, I believe, local self-governments have authontles vested m
them ongmally Imtially, growmg VIllages and CItIes created theu own systems of
water supply and trash collectlOn and started to Implement these authontles It was
not the State that vested these authonties m them Any CIty that was self-governed
and had a mayor was solvmg ItS problems Later, m dictatorsmp countnes, these
authonties were centrahzed WIth emergmg democracy, the necessIty for local self-
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government arose It was eaSIer to solve the problems at the local level With less
expense and With a hIgher level of responsIbIlIty ThIs IS why thIs old system, the
democratIc system, evolved agam In thIS system, people, through electIOns, form a
new structure that Will take care of day-to-day needs and problems The State cannot
be mvolved m water supply, trash collectIOn, gas supply, and energy supply These
are not State functIOns NatIOnal secunty, defense, and foreIgn polIcy are major
State-level Issues In normal countrIes these functIons are decentralIzed and dIrected
from the top down Under the current law, marzpetarans (marz admillistratIOns) are
part of the State admillistratIOn, they are at the lowest level, and thIs IS why marzpets
are appomted To Ignore or dIspute thIS dIfference IS a dangerous tendency and can
lead to a complete elImmatIOn of local self-government system

Let me state that thIs law has been created In confOrmIty With the reqmrements of the
European Charter of Local Government But It IS one thIng to wnte a law and another
thIng to enforce It What happened dunng the last two years? The law was drafted by
the NatIonal Assembly durmg one year ThIs IS one of the umque laws that took us
one year to draft

We had been fightIng to perfect thIs law and have a structure able to prOVIde the local
governments With a capaCIty to operate adequately The State should take Into con
SIderatIon the pnnclple of the compatIbIlIty ofauthonties and funds If the State
defines certain authontles for commumties In the law, It also should prOVIde funds to
Implement these authontles If not supported WIth funds, no changes Will occur even
If local governments are gIven thousands ofauthontles SInce the country IS In a
cnSIS and the commumty authontles are numerous, we dIVIded the authonties mto
three groups mandatory authontIes, authonttes delegated by the State, and voluntary
authonttes It was sttpulated In the law that each commumty IS entItled to Implement
mandatory authontIes, and the State IS legally reqUIred to proVIde tax revenues,
excludIng local dutIes and fees that commumties mayor may not collect

If we do not solve thIS problem, If we do not prOVIde tax revenues for mandatory
functIons, local self-government Will never succeed The law states that If commumty
mayors do not perform theIr mandatory oblIgatIons, they should be recalled from
office In other words, If there IS an authonty and there are funds to Implement It, any
mayor who fails to accomplIsh tills authonty should be replaced by someone else
After thIs, people, beIng the only source of power, can elect a new commumty mayor
WIthm one month It IS pOSSIble that the same person would be elected, and m such a
manner the government's deCISIon would become mvalId So we should not assume
that smce the central government has an authonty to remove the mayor then the
government IS a source ofpower Let us never forget that people are the source of
power, otherwIse our SItuatIOn Will worsen day by day, not only for commumtIes and
theIr mayors, but also for every CItIzen Tills IS a very paInful Issue, a cntlcal
problem I am sure thIs Issue IS of great Importance for everybody

The government has aSSIgned ImplementatIOn of the mandatory authontles to the
extent allowed by fundmg ThIS means the pnnclple that mandatory authontles must
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be supported WIth funds has been Ignored The law provIdes for a large set ofmanda
tory authontIes However, If the State IS not able to provIde adequate funds, tlns set
may be decreased to meet oblIgatIOns I have a questIOn Why has the government
not calculated the cost of mandatory authontles for the 932 communItIes of the
ROA? rfthose estImates were made, It would be ObVIOUS that the mIIDmum man
datory authonties are only funded by 20-25 percent Ifwe deCIde that mandatory
authontIes are not proVIded WIth funds, then why should we gIve SubSIdIes accordIng
to the pnnclple of equalIzatIOn? CalculatIOns prove that the land tax, property tax,
and 15 percent of the Income tax are adequate to fulfill the mandatory authontles
Why do we then allocate SubSIdIes under the pnnciple ofequalIzatIOn? SubSIdIes are
allocated when aVailable funds are InSUffiCIent to cover the cost OtherwIse, what IS
the Idea, the substance of SubSIdIes?

There was an argument on tlns subject, and I belIeve that funds allocated under the
pnnclple ofequalIzatIOn should go to the capItal budget and be spent for commu
mties' development ObjectIves The purpose ofequalIzatIOn SubSIdIes IS to have
proportIOnally developed communItIes We calculate revenue per capIta, and In those
communItIes where revenues are lngh, SubSIdIes WIll tend to be zero The lnghest
SubSIdIes WIll be receIved by the communItIes where the revenue level IS lowest
These SubSIdIes should not be spent to Implement mandatory authontIes AccordIng
to the law, the State should cover the cost ofmandatory authontIes But It does not
and WIll not untIl we have a NatIonal Assembly seekIng to protect our Interests and
solve tlns Issue as well The subSIdy should go to the capItal budget and be spent
only for capItal constructIOn If these funds are used for current expenses, we WIll not
have proportIOnally developed communItIes

I should say, In the conceptual sense, that If authontIes are funded completely, and If
at least 50 communIty mayors out of the eXistIng 932 work properly, theIr good work
WIll demonstrate to the CItIzens of the remaImng communItIes that It IS pOSSIble to
develop, create, and buIld ThIs WIll, first of all, create competItIon among the com
munItIes In tlns way, the local self-government system WIll be developIng, as both
the communIty mayors and the councIls work publIcly In tlns case, there IS dIrect
control by the populatIOn as opposed to the SItuatIOn WIth the government, whIch IS
out ofpeople's reach A communIty CItIzen can go to the communIty mayor WIth any
Issue and reqUIre solutIons

You have already been told to collect land tax, to calculate the property tax You wIll
receIve many other InstructIOns and orders from the marzpet The law defines these
authontIes Nobody can add more or reqUIre more So the State admImstratIve body,
the latter beIng eIther the central government or a marzpetaran, has no nght to
Interfere WIth the actIVItIes of a communIty

Recently the government announced, for some reason, that communItIes are respon
SIble for InstallIng meters on elevators It may also announce that the communItIes
should pay for the energy consumed by these elevators And It IS not clear where thIS
comes from and who deCIded that the government should solve ItS problems at the
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expense ofothers, WIth funds and human resources outsIde Its JunsdictlOn, whtle
funds mtended for a specIfic reason go to who-knows-where They should take care
of theIr own problems I wIll not say everythtng IS normal m your commuruties and
that all commurnty mayors have an understandmg of the system Tills IS a complex
task, a complex system However, I am hopeful that after puttmg It on the nght baSIS,
after provldmg a competitIve enVIronment for commurntIes, the system WIll start
operatmg effectIvely, makmg the executIve bodies operate effectIvely as well

We stIll have problems We have to work on the law to amend It, make It compre
henSIve, and clanfy It Fmally, I want to dISCUSS an Issue WIth you hopIng to find ItS
final solutIOn through our Jomt efforts I have a legIslative Imtlatlve on the follOWIng
As you know, the State has deCIded to delegate the responSibilIty of water dIStnbu
tIon system to commurntles Ifthts complex system WIth many needs and problems
has been transferred, then why have the energy and the gas supply systems not been
transferred as well?

Here, Mr Haroutluruan ImplIed that the water supply system should be taken back
The ConstItutIOn, on the other hand, says the ownersillp nghts should be protected If
we have given It to commumtles, how can we take It back? ThIs means we throw
away the ConstitutIOn, and, yes, we take the property belongIng to others ThIs IS
property and we have no nght to take It back We should gIve the gas and energy
supply systems to commumtIes They WIll buy the systems at wholesale pnces from
the State and sell them at retall pnces, USIng the generated profit to repaIr the net
works and proVIde new services

The next Issue land belongs to the people who lIve on that land I cannot understand
the concept of State-owned land Land should be owned by the people who lIve on
that land, It should belong to peasants The form of collectIve ownershtp by peasants
IS commuruty ownershtp In thIS area there mIght be a land parcel that IS owned by
the State, and on thts parcel the State mIght buIld, say, a canned-food factory or a
nuclear plant The State might keep the parcels for long-term programs and gIve the
other parcels back to the people ThIs IS a very Important Issue

As a CItIzen and as a member of the NatIOnal Assembly I am ready to dISCUSS any
commurnty problem WIth any communIty mayor and any member of a commuruty
councIl I should note that the best thIng that happened dunng the last two years IS
the creatIOn ofthe Commumty Dmon Many of your nghts are beIng VIOlated Let us
Imagme the marzpet has Issued an order that you should get ills approval any tIme
you want to place an advertisement, and he has sent the wntten order on thiS Issue to
you The commuruty mayor Will eIther refuse to comply or WIll go to court and get a
court deCISIOn ThIs IS dIfficult for one commurnty Tomorrow, If they try to take the
water supply system back, the mayors of umted commumtleS might tmtlate a court
case, and If they WIn the case tills WIll be a solutIOn for all commumtles Ifthts Dmon
consists of, and IS managed by, strong IndiViduals, then all the problems could be
brought to court, and thts WIll make the State and the government, as well as the
NatIOnal Assembly, stay away from the authonties that are gIven expressly to you
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and not to add authontles that do not belong to you I ask you to fight for your nghts
As members of the NatIOnal Assembly, we wIll also try to fight for the nghts that
belong to our people and to our country

Mkrtlch Mmasslan, Mayor of Yerevan Nor Nork Neighborhood
Commumty

ThIS IS the first attempt to get all ofus together to reveal problems from the legal and
practIcal pomt of VIew, summanze our achievements to date, and decIde what we
have to do m the future It Will be extremely useful If the conference organIzers try to
organIze sImtlar dIscussIOns and workshops for commumty councIls and mayors to
eIther make adjustments to the legal basIS or dISCUSS practIcal Issues

I basICally agree that the mam ObjectIve ofthe concept called local self-government
should be the establIshment ofthe concept of ownership I thInk this should become
the leItmotIf for our dISCUSSIons and for the legIslatIOn I do not think we can achieve
much Ifwe pursue confrontatIonal polley Naturally, It IS very dIfficult to create a
new structure ThIs IS normal And perhaps through confrontatIon we can fmd the
best approach

ICMA hosted us m the Uruted States a year ago We were mVIted to study theIr
expenences We became acquamted not only With the realItIes of the country but
were also exposed to the expenences ofother developed European countnes m local
self-government ThIs expenence dIsclosed some ofour IrutIal mIstakes

Recently at the NatIOnal Assembly, we have been discussmg the Law on EqualI
zatIOn It seemed that we could not find the correct approach, and It Will be hard to
find It It IS not a secret that today many mtervIllage roads and commumcatIOns
mfrastructure have no owners These are not mamtaIned VIllages have no funds
Each ofthem has ItS own needs, but none of them take care ofcommon needs In
Yerevan, we have the Mayor's Office, and unfortunately the law does not define
complete nghts for It The Law on the CIty of Yerevan should become one of the
most Important and hIghest pnonty laws of the NatIonal Assembly, follOWIng the
Law on ElectIOns NeIghborhood commumtIes are only authonzed to perform trash
collectIOn, Improvement of dIStnCtS, and green plantmg I also belIeve that the law
should be reVIsed, and that the first and foremost purpose of local self-government
should be to serve people In order to serve CItIzens, local governments' nghts and
mandatory authonties should be funded

I dIsagree With the pomt that SubSIdIes should not be allocated for mandatory
oblIgatIOns The practIce has shown that there are commumties that are not even able
to pay salanes from collected revenues What should be done? In my 0pIruon, there
should be a dIfferentIated approach

Presently, we have a SItuatIOn where there are certam neIghborhood commumties that
are not able to pay salanes for months, whIle other commumties are collectmg
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amounts suffiCIent not only for salanes but also for other servIces I tlunk the Law on
EquahzatIOn needs to be senously revIsed

Local governments are stIll new, and they all face almost the same dIfficultIes
Although a lot ofwork has been accomplIshed 10 thIs area, the process goes on 10 all
the communItIes We all know what we have, what the sItuatIOn IS, and what can be
done There IS defirnte progress 10 many places I WIll cIte an example Perhaps you
all know that the "MassIve" and "Jrvej" dIstncts are the most 10dustnallY developed
and densely populated areas You may also remember that 10 the past they were
called "bedroom" dIStnCtS, 1 e , there was a large number of multIfamIly bUIld10gs 10
these dIStnCtS Smce these bwld10gs are only 25 to 30 years old, It mIght seem that
they would not have many problems However, we have about 700 resIdential
bUIld1Ogs, and the roofs of 133 are 10 temble shape Ifno measures are taken I expect
severe consequences When I last spoke at the government seSSIOn on form1Og
condomInIums, I suggested that we should analyze the SItuatIOn, try to get these
bUIld10gs 10 better shape through certaIn structures, and only then transfer the
bUIld10gs to reSIdents Certam measures should be taken to Improve hv10g condItIOns
and 10crease the value of thIs asset By estImates, thIs asset IS worth tens ofbIlhons
ofdollars The problem of condonurnum formatIOn still eXIsts, and both the govern
ment and the National Assembly should protect multIfamIly bUIld10gs and should try
to repaIr the housmg eIther through the funds offoreIgn donor orgarnzatIOns or
through loans Only after that may the management ofreSIdentIal hous1Og be trans
ferred to the CItIzens

Dear frIends, belIeve me that to some extent we have become an affihate to the Tax
Inspectorate What IS the SItuatIon? As we all know, 10dIvidual taxes are never
collected by more than 8-10 percent These taxes are wIlhngly gIven to us as a bIg
favor, but other taxes, whIch could be very easIly collected, are not The foundatIOn
should be strong IfCItIes and VIllages are not strong and powerful, belIeve me,
nothmg can be done What I SaId does not have a purpose of subord1Oat1Og central
structures to communIty mayors

I thInk we have accomphshed sIgrnficant work as communIty mayors and WIll
accomplIsh stIll more The Idea embodIed 10 the system of local self-government WIll
be Implemented and WIll succeed

Question
Smce Mr Gln11shIan and Mr M10assian have been compet1Og candIdates, I want
them both to answer my questIon

Mayors and communIty leaders have both mandatory and voluntary authonties
Today nothIng was saId about fees collected from CItIzens for the mandatory
authontIes These are water supply and trash collectIOn fees If 10 the future, as you
stated, energy, gas supply, and other servIces are gIven to the communItIes, then we
should speak about oblIgatIOns of the government toward our communItIes We pay
small amounts to CItIzens 10 the form of salanes, allowances, or penSIOns but reqwre

22



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

they pay ten tImes these amounts m the form of fees In these condItIons, what IS a
communtty mayor supposed to do to accomplIsh mandatory authontIes? The
government should pay enough for an mdividual to survIve, dnnk water, consume
electncIty, and use other servIces, to say nothmg ofheatmg m wmtertIme What IS a
CItIzen supposed to do? What should a communtty mayor do? I would hke to know
your opimon on trus

I trunk that regardless ofwho owns the water supply and energy supply systems, It IS
us who work WIth people The energy system by no means should belong to the
Mimstry ofEnergy, trus system should be communtty property, property ofCItIzens

Next question
There are many communtty mayors here, mcludmg Mr MmassIan, who have been
heads ofexecutIve bodIes for many years WIth many years of expenence m man
agement They have become communtty leaders, CIty mayors, and neIghborhood
mayors And even these expenenced profeSSIOnals stIll have a lot to learn We have
been elected for a term of three years and have served for two years We cannot fmd
ways to solve many problems We do not understand how to solve many problems
And even If we do understand, under the current system, under current legal condI
tIons, It IS dIfficult for us to actually solve the problems I am speakmg about our
authonties Do you not trunk that the first elected local self-government bodIes
should have had at least five years to work? Next year new electIOns WIll be held
New CIty and neIghborhood mayors WIll be elected, and there WIll agam be a need for
traImng There are many trungs they WIll not know In trus case, not three or five but
ten years WIll be necessary for the establIshment of the system I thInk we can mclude
a tranSItIonal prOVISIon m the ConstItutIon on extendmg the first term of local self
governments by two years

Answer. Sos G,m,sh,an
About the fees first I see It m the follOWIng way Water, gas, and energy supply
systems should be communtty property CommunttIes WIll buy from the State at
wholesale pnces and sell to CItIzens at retaIl pnces ThIs IS my approach As for the
Issue ofnot knowmg how to solve many ofthe problems, I must confess I do not
know eIther NeIther the ChaIrman of the NatIOnal Assembly nor the government
does There IS notrung surpnsmg here We all learn I learn every day And I call on
everyone to learn I call on the government as well At trus very moment we are
trymg to learn through dISCUSSIOns I do not trunk what I say IS necessanly correct
The aIm oftrus dISCUSSIOn IS to find the truth

I am absolutely opposed to the Idea of electmg local government offiCIals for five
years Communtty mayors should be elected for three years I WIll tell you why we
thought trus to be the best optIOn We have no culture ofconductmg and orgaruzmg
electIOns Today people do not elect the most capable mdividuals, the most expen
enced ones, they elect "good guys," "mce guys," or the ones who "have the best
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attItude" If we conduct electIOns every three years, we WIll gIve cItIzens a chance to
correct theIr mIstakes very qUIckly Those commumty mayors who work well, I am
convmced, Will be accepted by CItIzens and wIll be re-elected Therefore, there IS no
problem here Frequent electIOns may lead to more objective electIOns Dunng the
electIOns of the NatIOnal Assembly, people Will be more careful because they Will
realIze the sIgnIficance oftheIr chOIce We Will achieve a higher culture for electIOns,
which we Will use In the electIOns of the PreSIdent

Answer Mkrtlch MinaSSian
Mr GimishIan basIcally answered the questIOn I thmk that really for a person hvmg
on a penSIOn It IS extremely dIfficult to pay for communal servIces Nevertheless, If
local governments are gIven leverage to collect certam revenues, they, along WIth
therr councIls, Will have opportunitIes to solve the problems of SOCIally vulnerable
groups from therr budgets As to the second questIOn, I thInk the ConstItutIOn has a
senous defiCIency To change a letter, a comma In It, a natIOnal referendum IS
reqUired ThIs means the ConstitutIOn IS adopted for mfimty And I thInk that five
years IS really a long term, three to four years IS normal

Question
I am opposed to orgarnzmg electIOns at the expense of the local budgets Local
budgets are empty We are barely able to pay salanes on tIme

Answer 50S G,ffl,sh,an
Answenng your questIOn, I would say the follOWing FIrst of all, I Will IdentIfy
another eVIdence of VIOlatIOn ofthe Law on Local Self-Government Conductmg
electIOns and prepanng hsts are delegated authontIes Currently, no funds are
budgeted for delegated authonties ThIs was defmed by the law smce we had a
concern Ifdelegated authontIes are not funded, then a commUnIty may refuse to
accomphsh tills authonty I know that some ofthe delegated authontIes are not
funded at all However, these authontIes are delegated to commumtIes Be masters of
your law You are only accountable to the law You are subordmate neIther to the
PreSIdent, nor the Pnme MInIster, nor the ChaIrman of the NatIOnal Assembly, nor
any ofthe members of the NatIOnal Assembly

Question
My questIOn IS to Mr GImlshlan WIll the condition ofcitizens worsen If, after mak
Ing proposals and mtroducmg changes m the ConstitutIOn, a two-level admInIstrative
system IS formed m the country? That IS, commumty and central government ThIs
Imphes that the marz structure IS elImmated Ofcourse, I have nothing against the
marzpets, and I am even convmced that the 11 marzpets Will be elected m some
commUnIties as mayors My questIon IS whether the State structure Will not be more
effectIve m this case?
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Answer 50S G,m,sh,an
First of all, I do not accept your approach The eXistence of marzpetarans IS very
Important I support the Idea ofmakmg changes m the ConstitutIOn, addmg a pro
VISIOn that marzpets are elected and the marzes have theIr own budgets ThIs means
some of the taxes w111 go dIrectly to the marz budget Marzpets w111 be responSIble
for solvmg marz problems I hope and I am convmced that sooner or later, havmg
passed thIS road, the MiruStry ofTemtonal AdmlrustratIOn w111 become the most
powerful and bIggest MlruStry m the government All other mlillstnes should be
subordmate to this m1rustry

Question
Mr GlffilshIan, my questIOn IS on local and State dutIes You are well aware that
dutIes pmd for notary and other servIces currently go to the budgets of the commu
runes on whose temtory these offices are located What does the CommIttee on State
and Legal Issues at the NatIOnal Assembly do to guarantee that State dutIes paId by
CItIzens ofa commuruty go back to this commuruty and serve ItS mterests? A second
Issue There are local dunes defmed for gas, fuel, and lubncants Within the range of
200,000 to 350,000 dram What IS the thInkmg about such a bIg amount? I should
note that no one has mvestments m this area-neIther the local commuruty nor the
State It IS preferable to have low hm1ts so that CItIzens Will be WIllmg to pay It IS
true that the law has been adopted, but, on the local level, commuruty mayors
become enemIes And the thud Issue what IS bemg done regardmg pnvanzed entItles
and enterpnses? People do not voluntanly SIgn lease contracts What measures could
be taken m order for these people to WIllmgly SIgn lease contracts?

Answer 50S G,m,sh,an
Pnvanzed enterpnses should pay both the land tax and the property tax to the State
budget Smce they are located on the temtory of a specIfic commuruty, they should
pay to make use of the human resources, water supply, and all other servIces pro
VIded by the commuruty

As for the dunes, I am glad to tell you that when we met With commuruty mayors In

Gegharkouruk Marz they raIsed this Issue We made the follOWing prOVISIon m the
draft of the law and It was adopted m the first readmg The upper hm1t ofthe dutIes
was lowered to 100,000 dram From 100,000 It became 350,000 dram They say It IS
too much I am ready to agree to 500,000 but I am agamst zero If It IS zero, commu
ruty mayors Will estabhsh personally-owned gas statIOns, and commuruty councl1s
Will agree to set It equal to zero I want the amounts to be pmd to commuruty budgets
so that commuruty mayors can solve certam problems

As for the State dunes, I should tell you I accept that there IS a problem, but If there IS
a "Zags" office (Office of RegIstratIon of CIVIl Acts-mamages, etc) that has a
notary servIce, and It IS my commuruty that proVIdes the latter With office space,
energy supply, and other servIces And If a C1nzen ofanother commuruty comes to

25



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

thIS commuruty and uses ItS transportatIOn, he or she should pay for thIs It would be
better If these amounts were dIvIded among the commurutIes But we have found the
followmg solutIOn When allocatmg SubsIdIes we WIll take mto consIderatIOn the
State duty paId to the commuruty budget In some commuruties the amount of
revenue per capIta wIll Increase, and In other commurutIes It wIll be lower Some
commurutIeS WIll get a bIgger SUbSIdy than others Ifwe solve the problem m thIs
way, I thInk, It WIll be acceptable But you may stIll dIsagree WIth me

Question

Let me dIsagree WIth you I started workmg m 1992 UntIl the electIOns of local
governments In 1996 these servIces eXIsted m commurutIes, and nobody was paymg
for them It would be better If the government gave the authonty for them to the local
governments In thIs case the Issue wIll be regulated

Answer' 50S Gtm,sh,an
I agree WIth your pomt, and I fmd that the ultimate solutIOn to the problem should be
lIke that A VIllage mayor wIll have the nght to perform "Zags," notary, and other
servIces We have dIscussed thIs Issue WIth Mr HaroutIuruan and agreed on this We
cooperate a lot, and we look for ways to find correct solutIOns for Issues lIke thIs
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2:30 - 3:30
Approaches to Living Under the Law by Two Communities

Moderator Irma Vaman, Institute ofArchitecture and ConstructIOn, ICMA
Expert

Vahan Movslsslan, Advisor to the Mayor of Ashtarak City
The Law on Local Self-Government gave certam powers to the Armeruan commu
rutIes The powers of the former local SovIets were dIvIded among the office of
elected mayor, the local councIl, and the marzpet appoInted by the Pnme MInIster
The local self-government authontIes were gIven theIr statutory powers, wluch, In
partIcular, referred to ownerslup ofmurucipal property and local revenue collectIOn
and management

The law was deSIgned to apply to all 932 commumties of the RepublIc of Armerua
and therefore could not reflect the real needs of all those Junsdictions and serve as a
uruversal gmde because of the WIde dIfferences In SIzes of the commurutIes For
Instance, there are commuruties hke Gyumn and Vanadzor, wluch have populatIOns
of 100,000-200,000, and next to them one can find commurutIes WIth only 300 or
even fewer CItIzens It IS ImpOSSIble to apply the same law to these commurutIes, and,
I tlunk, tlus Issue has to be reVIewed

The economIC declIne of recent years made It ImpOSSIble to make any sigruficant
Investments In capItal Improvements, hence, the newly estabhshed local governments
Inhented worn-out and decayed property Tlus refers espeCIally to Infrastructure
ImgatIOn, water supply, sewerage, heatIng, gas supply, power supply, and telecom
murucatIOns and road networks, as well as other real property To provIde for normal
operatIOn of mumcipal Infrastructure, the commumty has to make substantIal Invest
ments, wruch IS an extremely dIfficult task, takIng Into conSIderatIOn the level of
welfare and the stagnated mentalIty of the populatIOn

As a result of overwhelmIng tax delInquenCIes, the budgeted revenues were not
collected to the full extent Tlus led to Incomplete executIOn ofpnonty expendItures
These factors made It ImpOSSIble to carry out any substanttalimprovements In the
level of CItIzen welfare and led to a SItuatIOn where the populatIOn gradually lost Its
confidence In the local authonttes The ImperfectIon of the law, random changes In
the legal framework, and delays In transmISSIon of legal regulatIOns to local
JunsdictIOns created an unfavorable enVIronment for the operatIon of local self
governments

DespIte all these factors, the local self-government authontIes, as opposed to other
publIc agenCIes, managed to aclueve some progress I WIll mentIOn those achIeve
ments, whIch, In my opiruon, the CIty ofAshtarak has had In the last t\\-o years of Its
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actIVItIes The most Important here, I thmk, IS self-trust and self-confidence ThIs
confidence was based on the eXIstence ofan elected mayor

It should also be noted that the cooperatIOn With ICMA helped us belIeve from the
very mceptIOn of the reforms that we are on the nght path ThIs was espeCIally
helpful m the begmnmg, when we dId not have any legal framework and needed
relIable gUIdelmes

The second precondItIOn for success of the reform was the eXIstence of profeSSIOnal
and competent staff ThIS was achIeved due to the fleXIble personnel polIcy of the
mayor, whose mam cntena m reCruItment ofstaff were profeSSIOnalIsm and hIgh
moral standards, and not allIance to thIs or that polItIcal party The mayor won the
electIons Without any support from polItIcal partIes ThIs helped hIm aVOId any kInd
of external mfluence m appoIntmg the mumclpal staff

When the staff was formed, the need to make certam changes to the management
structure became obVIOUS, smce the former mstItutIOn of dIstnct commIttees, whIch
receIved the status ofNGOs, no longer reflected the current needs of the CIty The
staff lImItatIOns lImIted recruItment of enough people to manage the emergIng prob
lems For thIs reason mumcipal field offices were establIshed and were accountable
dIrectly to the mayor ThIs admirustrative mfrastructure made It pOSSIble to establIsh
a lInk between the mayor and the populatIOn and prOVIde for feedback m executIon of
polIcy declSlons

I would lIke to note that at the begmrung of the process we felt our way m the dark,
trymg to find out where we were and what resources and Opporturuties eXIsted No
one had tned to assess the SItuatIon m Ashtarak In recent years One of our first
lrutIatIves was to assess the SItuatIOn and develop a mumclpal strategy to help us
achIeve a hIgher standard of lIvmg for the members of the commumty In orgaruzIng
these actIVItIes, we not only took Into conSIderatIOn the mandatory powers of the
mayor, but also tned to develop a unIversal approach to cover all the sectors con
cerned Consequently, the assessment covered such sectors as demography, urban
development, land use, geographIcal pOSItIOn, agnculture, constructIOn, mdustry,
trade, publIc utIlItIes, and other sectors, some ofwhIch are even beyond the range of
powers of the mumcipalIty

The data collected made It pOSSIble to IdentIfy the strengths, weaknesses, opportu
rutIes, and threats of the commumty The commumty's strategy was developed based
on the opporturutIes and With conSIderatIOn of the threats IndIVIdual programs, WIth
clear-cut obJectIves, were developed for ImplementatIOn of each strategIC goal The
aSSIstance oflCMA was mvaluable m achIevmg thIS task

SolutIOns to the abovementIoned problems reqUIred finanCIal strengtherung of the
communIty, whIch could be achIeved only through a clear and sound budgetmg
system Hence, we plunged mto the budgetIng reforms In thIs field, m our opmIOn,
the most Important thmg IS to rely on the finanCIal and economIC potentIal of the
communIty In 1997, Ashtarak adopted the nonsubsidy approach of local budget
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fonnatIOn The CIty managed to aVOId slgmficant financIng delays and arrears, and
besIdes accomplIshIng ItS mandatory functIOns, the CIty accumulated by year-end
extra funds to repay part of the outstandmg debts of the fonner admimstratlOn It
should be noted that thIS progressIve expenence was not appreciated by ROA
authonties

Based on the expenence acqUIred from the one-year cooperatIOn WIth ICMA, the CIty
Included certaIn elements ofa program budget In the 1998 budget of the commumty
Compared to the preVIOUS year, the budget appropnatlOns for certaIn budget Institu
tIOns were mcreased, the allocatIOns to kIndergartens for the purchase of food at real
market pnces were mcreased by 50 percent, capItal Investments were budgeted m the
fields of Imgation and water supply Improvements The fmancmg ofkIndergartens
was based on the number of chIldren benefitmg from the servIces of the faCIlIty For
other servIces, too, the publIc expendItures were focused on certaIn customers
Examples of InstItutIOns usmg thIs approach mclude the mUSIC school, the art and
crafts schools, and culture clubs The taxpayers were no longer oblIged to pay tuItIOn
for those children whose parents could afford to buy the servIces The refonns made
It pOSSIble to prOVIde scholarshIps only for the most gIfted children from SOCIally
vulnerable famIlIes All thIs became pOSSIble due to accurate revenue forecastmg and
the development ofa highly realIstic budget

ClanficatlOn ofthe revenue base and morntonng of the revenue collectIon process IS
extremely Important The revenue base was estImated takIng mto consIderatIOn the
revenue collectIon levels of the prevIOUS year and the pOSSIble rates of newly
mtroduced statutory taxes and dutIes Accurate revenue forecastmg helped detennme
the SIze of each revenue Item and even prOVIded a breakdown of revenues by quarter
It should be noted that there are stIll a lot ofproblems m the field of revenue fore
castmg, which stem from the Imperfect legal framework, unclear dIstnbutIOn of
powers and the poverty ofthe populatIon To enable pennanent morntonng ofthe
revenue collectIOn process, the CIty establIshed a department for morntonng the
prOjectIOn and collectIOn ofnontax revenues ThIs helped to sIgrnficantly Improve
the process of collectmg dutIes and fees, as well as certaIn taxes

I would also lIke to mentIOn that the eXIstmg resources were not enough to solve all
the problems ofthe commumty Hence, the mumcipaIIty was faced WIth the dIfficult
task of IdentIfyIng alternatIve sources of revenue The murncipalIty made sIgrnficant
efforts to attract foreIgn and domestIC mvestments to Improve the mumcipal mfra
structure and the level of SOCIal welfare

The CIty Implemented Jomt programs WIth Save the Children (ImgatIOn rehabIlItatIOn
proJect), the EurasIa FoundatIOn (Improvement ofpublIc admInIstratIOn), and the
World Food Program (repair of sthe ewerage and ImgatIOn network, road surfacmg,
etc) The ICMA office has been our constant partner from the very first days of our
work and mamly asSIStS us m Implementmg the budgetmg and financmg refonns
Here, I would lIke to note that the successful ImplementatIon of the program to
Improve the publIc admimstration system (supported by the EuraSia FoundatIOn) WIll



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Improve the qualIty of the murucipalIty's work The lessons learned can be later
applled to other JunsdictIOns

The same approach was adopted m Improvmg the commuruty database The former
paper arcruves were replaced by a computer database on each SOCIal group of the
populatIOn For certam CItizen groups, we mamtam a passport database To com
putenze the revenue forecastmg process, we developed and mstalled professIOnal
software InstallatIOn of the budgetmg software IS stIll underway These activIties
focus on complete automatIOn of the budgetmg process I should lIke to note that
recently we started work on cartography The maps we are developmg and planrung
to computenze mclude comprehensIve mformatIOn on all the bUIldmgs, constructIOn,
and other real property of the commuruty

I would lIke to thank all the mdividuais and orgamzatIOns that assIsted the CIty of
Ashtarak m makmg all the abovementIoned acillevements Our success was due to
the transparency of local government actIVIties and the publIc dIscussIOn of the
Important decIsIons and programs The first attempt to dISCUSS the local budget
publIcly was made WIth the draft of the 1998 budget WIth the asSIstance of
mternational orgamzatIOns and the efforts of the murucipalIty, the draft 1998 budget
of Ashtarak was openly dIscussed by the most actIve part of the CIty'S populatIOn
These dIScussIons were attended by many members ofpolItIcal partIes, dIrectors of
enterpnses and mstitutIOns, and representatIves of the marz executive The publIc
dISCUSSIOns were broadcast later on the natIOnal teleVISIOn mformatIOn program
Lraber More detaIled mformatIon on budget dIscussIOns was aVallable on Ashtarak's
local teleVISIOn program It should be noted that the local televlSlon statIOn and
newspapers regularly mformed the CItizens on other budget actIVIties and the
ImplementatIOn of murucipal programs

Nevertheless, there are certam problems that need to be solved to enable a more
effiCIent murucipalIty and Improvement of the populatIOn's lIvmg standards The
most Important one IS the clanficatIon of the revenue base Let us look at each
revenue source What IS gomg on With the land tax? I am talkmg about the agncul
turalland The fertIlIty categones assIgned formerly to land plots do not correspond
to realIty What we have m realIty IS that dIfferent farmers who have qwte dIfferent
mcomes pay the same tax

There IS no clear dIstrlbution of functIOns m regard to land tax calculatIOn and col
lectIOn What are the responsIbIlItIes of the Tax Inspectorate m thIS process? In case
of fallure, the responsIbIlItIes are With the Tax Inspectorate, willIe the CIty suffers
from the results

The next revenue source IS the real property tax The mayor ofAshtarak has already
mentIOned the problems WIth real property tax collectIOn related to the unrealIstIc
book value ofpnvatized property An owner ofproperty valued at several hundred
U S dollars may pay a tax of only a couple of dollars To have a system that reflects
true real property tax rates, all the real property m the temtory of the communIty
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should be revalued The resources generated from tlus measure WIll be enough, m my
oplmon, to solve the problems of the commumty

There also are problems WIth the mcome tax FIrst, we have no opportumty to check
the real amount taxed, and, second, the legal entItles pay theIr mcome tax m the
JUflsdictIOns where they are regIstered At present, the lughest mcome generatmg
entItles are the branch enterpnses ofHayenergo and Armentel, both ofwluch have
theIr headquarters m Yerevan This means that the local budget does not receIve any
mcome tax from these enterpnses We tlunk tlus problem needs urgent solutIOn
Moreover, the central government has to comply WIth the statutory prOVISIOn StIpU
latmg that the commumty's share of the mcome tax collected should be transferred to
the correspondmg local budget account by the fifteenth day of the next month As for
the commItment oflocal governments to transfer 5 percent of the real property and
land tax collectIOns to the state budget, we have always effected the transfer m a
tImely manner By companson, we have not receIved our share of mcome tax
collectIons for more than two months (there are JUflsdictIOns that have not seen any
mcome tax smce May) That equals more than 2 mIllIon drams, whIch IS too bIg a
gap to hIde m the local budget

We have enough problems Ofcourse, the problems are less severe m Ashtarak than
mother commumtles that are SUbSIdIzed Still, It IS unclear to me how the
government calculates the equalIzatIon SubSIdIes WIth that notonous four vanable
formula Why should the calculatIOns be based on the average per-capIta mcome data
of 1987? There IS stIll a questIOn how these average per-capIta commumty mcomes
have been calculated In thIs respect, It IS Important to conSIder the Issue of revenue
forecastmg The prevIOUS presentatIOn mcluded a statement that tax collectIOns can
be forecast I thInk It IS not pOSSIble Why? For example, presently the land tax
collected represents only 50-55 percent of the amount due (I am talkmg about the
recent years) Total accumulated arrears ofland tax exceed five times the total bud
geted annual revenue from the land tax Accordmg to the norms establIshed by the
central government (whIch, m my opmIOn, cannot serve as a gUidelIne for the com
mumty) the amount due should be mcluded m the local budget as budget revenue It
IS unclear how we can expect to collect thIs amount, whIch we faIled to collect m the
preVIOUS five years, along WIth the taxes for the current year Well, I understand, of
course, why they do thIs-by thIs they artIfiCIally mcrease the local revenue so that
they can gIve a smaller subSIdy In my opImon thIs IS unacceptable BeSIdes, the
commumty receIved the ownershIp nghts to certain local mfrastructure, such as the
ImgatIOn and water supply networks (thIS property was passed to the commumty
WIthOUt any conSIderatIOn of the poor technIcal condItIOn of the property), and now It
IS extremely dIfficult for the communIty to raIse funds for the mamtenance and repair
of the mfrastructure
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Vahram Shahbazlan, Head of Program Department of Achapmak
Neighborhood Commumty

In Armema's system of pubhc adnllmstratlOn, WhICh IS now undergomg refonns,
local governments are autonomous pubhc authontIes, 1 e , they are entItled, WithIn
the scope of theIr powers, to make declSlons and pohcy at theIr own dIscretIOn

In the new system of publIc admlillstratlon, Yerevan was gIVen the status of a marz
Former dlstncts were dIssolved after the local government electIOns and formatIOn of
the neIghborhood commumtIes

The Laws on Local Self-Government and on the Budget System have been essentIal
for the formatIOn and fmal estabhshment ofcommumtles UnlIke the local self
government authonties ofother CItIes, m Yerevan, the local government functIOns
were dIVIded between the CIty Hall and neIghborhood commumtIes The functIOns of
the CIty Hall mclude the tasks ofCItyWIde relevance (such as urban development,
water supply, mumcipal publIc transport, publIc schools, SOCIal servIces, etc ), whIle
the range of functIOns delegated to neIghborhood commumty authontIes IS rather
lmllted and mcludes tasks of local relevance (publIc utilItIes and Improvements,
housmg mamtenance, solId waste collectIon and samtatIOn, kmdergartens, cultural
and sport mstitutions, etc) Apart from the mandatory functIons, whIch are essential
for the hfe of the commumty and are subject to regular fundmg and ImplementatIOn,
the local governments may have a number ofvoluntary functIons, which can be
Implemented If the commumty needs them and has the resources to fund therr
ImplementatIon

In 1997, the Achapmak commumty, along With seven other commumtIes of the
RepublIc of Armerna, partICIpated m a traImng progratn on Moderrnzmg FmancIaI
Management for Armeman Local Governments sponsored by USAID and ICMA
ThIs trammg made It pOSSIble for the Achapmak commumty to draft, for the first
tIme m ItS hIstory, the follOWing basIC documents

1 Assessment of the commumty's general fmanclal and envIronmental SItuatIOn

2 Forecastmg of the commumty's revenues

3 Three-year development plan of the commumty

4 The 1998 progratn budget of the commumty

The assessment of the commumty's envIronmental and finanCIal SItuatIOn prOVIded
(1) a general understandmg of the commumty, (2) the strengths, weaknesses, oppor
tunItIes, and threats ofAchaprnak commumty, and (3) the strategy of the communIty
for the commg three years (for this purpose the electIon progratn of the mayor was
also used)

The commumty defined ItS strategy conSIstently Implement reforms for
Improvement of the SOCIoeconomIC condItIons of the communIty's populatIon
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The mam goals and ObjectIves ofthe communIty for the upcommg two years are

• Protect the nghts and mterests of the cItIzens

• Improve the housmg condItIOns of the cItIzens

• ProvIde for the mamtenance ofthe communIty's housmg

• Focus specIal attentIOn on normal operatIOn of the educatIOnal mstItutIOns

• ASSISt m the rehabIlItatIOn of the eXIstmg cultural and sport mstItutIOns and
establIshment ofnew ones

• Create new Jobs m the commurnty by developmg small and medIUm-sIzed
busmesses and agnculture

• Improve the hvmg condItIOns of SOCIally vulnerable groups

• Improve the management efficIency of the murncIpal staffand murncIpal
enterpnses

The budgetmg process m the commurnty IS based on the ROA Law on the Budget
System The budgetmg process mcludes

• Development ofa budget calendar

- IdentIficatIOn of the budget polIcy dIrectIons

- development of gUIdelme mstructlons

- development ofbudget forms

• IdentIficatIOn of the revenue sources

• CollectIOn ofbudget proposals and estImates

• DISCUSSIOn ofthe draft budget m terms of compatIbIlIty offundmg opportunItIes
and budget proposals

• Fmal draftmg of operatmg and capItal budgets

• PublIc dISCUSSIOn and adoptIOn ofthe budget

• Budget momtonng, and dISCUSSIOn and approval of budget performance reports

The 1998 budget polIcy dIrectIOns of the Achapmak commurnty are

• To Improve the commurnty's finanCIal SItuatIOn

• To Implement a fleXIble pohcy for defimtIOn and collectIOn of local dutIes and
fees

• To promote small and medIUm-SIzed busmesses and agnculture

• To Improve the qualIty of servIces prOVIded to the populatIon
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• To promote the efficIency of the munIcIpalIty and enterpnses of munIcIpal
subordinatIOn

• To promote capItal Investments In publIc utIlItIes and Improvements

• To promote the process ofcondomimum establIshment

• To promote the commumty's educational, cultural, and spmtual lIfe

• To assIst the SOCIally vulnerable

Results of the two~year operatIOn ofAchapmak commumty are

• An opportumty has been gIven for finanCIal Independence and development of
long-term programs

• Local dutIes and fees are establIshed locally, With conSIderatIOn of the speCIfic
features ofthe commumty

• It IS pOSSIble to find the most effectIve structure ofthe munICIpal staffby mde
pendently establIslung and dIssolvmg local government umts and mumclpal
enterpnses

• The hOUSing stock and publIc utIlItIes are more effiCIently maIntamed through
compames, management by pnvate enterpnses, and condo!lllmums

Some problems reqUire the support of the central government

• The poor phYSICal condItIOn and the depreCiatIOn ofthe mUnICIpal property, m
general, and engmeenng mfrastructure, roads, and housmg stock, In partIcular

• The large amount ofemergency housmg

• DIfficultIes With the establIshment ofcondomlmums, espeCIally for emergency
hOUSing

• The defiCIent treasury and tax systems, WhICh hInder effiCIent management of
budget revenues and expendItures

• The growth In the number ofunemployed and SOCially vulnerable groups, whIch
calls for development ofa state SOCIal polIcy

• The perSIstent problem of shelter and provlSlon of SOCIal guarantees for refugees

EffiCIent operation of local self-government authontles depends greatly on such
factors as effective organIzatIOn of the budgetmg process, IdentIficatIOn of revenue
sources, and effectIve collectIOn and use of finanCIal resources The effectIveness of
the local revenue base assessment and local tax collectIOn WIll mcrease If

• The land cadaster IS reVIewed and ItS numerous gaps are elIminated

• The real property IS regIstered, and the development of the legal and finanCial
cadaster of real property IS accelerated
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• All the Illegally constructed structures are regIstered and mcluded m the real
property tax base

• The current procedure of real property assessment IS revIewed and adapted to the
reqmrements ofmarket economy

• The pnvatizatIOn of the housmg stock IS completed

• The law authonzes the local governments to momtor the regIstratIOn and
collectIOn of local taxes

• There are deductIOns to local budgets from the state budget taxes (such as profit
tax, VAT, etc), willIe mcreasmg the percentage that IS deducted from the real
property and land taxes and accrued to the state budget In thIs case the
dependence of the local budget on the state budget Will be reduced (m terms of
SubSIdIzatIOn) and the effiCIency of tax authontles WIlllmprove

• The development ofagnculture and mdustry IS fostered

Question
1 Mr ShahbazIan, you mentIOned that you would hke the educatIOnal and cultural

facIlItles to become corporate entItles Do not you have any concern that the
kmdergartens, mUSIC schools, and pnmary schools after operatmg for a year or
two as companies mIght become msolvent and SImply be hqmdated?

2 How do you ensure cltlzen partICIpatIOn m the deCISIOn-makIng process m your
commumty?

Answer Mr Shahbazlan
1 At present the educatIOnal and cultural faClhtles are mamly sustamed by

subSIdIes In case these subSIdIes are dlstnbuted unevenly, or With delays, the
faclhtles Will suffer finanCial dIfficultIes and salary arrears Thus, we thmk that
the faclhtles should be converted mto Jomt stock comparnes, and the mum
clpahty should be the only shareholder, sponsor, and supervIsor of these com
parnes All the techmcallssues could be solved by the comparnes themselves
Also, the comparnes Will be able to ralse theIr own revenues by estabhsillng user
fees for certam servIces rather than relymg only on the local budget In other
words, thIs change Will mcrease the mdependence (both finanCial and mana
genal) of these mstitutIOns, willIe the mumclpallty Will only momtor the use of
pubhc funds

2 Smce we do not have a local newspaper m the commumty, we do not have an
opportumty to pubhsh our budget Therefore, we organized a number of meet
mgs With the cltlzens and used the method ofdIrect commumcatIOn to present
our programs to the populatIOn and learn theIr oplmon In addItIOn, we orgarnzed
weekly CItIzen receptIOns WIth the mayor and the local councIl members to
dISCUSS the concerns ofcltlzens and learn about theIr preferences
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Question
Mr ShahbazIan, you mentIOned that one ofthe pnontIes of the local government IS
to ensure the maIntenance of the buIldIngs and constructIOn owned by the commu
mty ThIs Issue IS topIcal for all the junsdictIOns For thIs reason, WIll you please
explaIn to us how you are gOIng to find resources to solve It?

Answer Mr Shahbazlan
As you know, the responsIbIlIty for the repalr and maIntenance ofreSIdential buIld
Ings IS WIth the commumtIes, not only In our junsdictIOn, but also In other commu
rutles of Yerevan, and partIcularly In MalatIa-Sebastia and Nor Nork, whIch have
numerous multIstory bUIldIngs that currently are the most dIfficult to maIntaIn

We belIeve that (espeCIally In our commumty, whIch has a large number ofdamaged
bUIldIngs) we cannot repaIr and maIntaIn the hOUSIng stock WIth our own resources
alone We submItted a budget finanCIng request to the MInIStry of FInance and
Economy for a state budget subventIOn In the 1999-2000 fiscal year, SInce we thInk
that In thIs matter we need the asSIstance of the state to fmance the repaIr or demo
lItIOn actIVIties In our assessment, we WIll need approxImately 12-15 mIllIon drams
for each damaged buIldmg, and It IS clear that our budget does not have that capaCIty
We belIeve that m thIS matter the state should help us

Question
I address my questIOn to Mr ShahbazIan You mentIOned that you mtend to gIve the
local budget a SOCIal onentatIOn I would lIke to know, what kmd of SOCIal programs
do you Implement, and by whIch statutory powers of the mayor's office are they
JustIfied?

Answer Mr Shahbazlan
Pursuant to the Law on Local Self-Government the commurutIes now have voluntary
functIOns In the SOCIal sector, and the mayor has the nght to deCIde whether certaIn
SOCIal aSSIstance actIVItIes are relevant for the commuruty In some cases, takIng Into
conSIderatIon the severe finanCIal shortages, the mayor may dIsregard a certaIn SOCIal
problem But you know very well that thIs IS not pOSSIble, for the populatIOn WIth all
ItS problems does not care about the range of our statutory responSIbIlItIes I thInk we
found a good approach to thIs Issue m our commumty We SIgned an agreement WIth
the Red Cross and the Atra chanty orgaruzatIOn A chanty fund was establIshed In
the commumty two years ago and has been successfully operatIng SInce then The
fund regIsters the SOCIally vulnerable famIlIes and regularly dlstnbutes finanCial
asSIstance and food to those people who are Incapable ofpaymg even 5 percent of the
land or real property tax By the deCISIOn of the local councIl we prOVIde exemptIOns
and maInly orgaruze our actIVItIes In the SOCIal asSIstance area VIa the fund
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Question
I address my questIon to Mr MOvsIssian Both you and the mayor ofAshtarak
mentIOned that your progressIve lmtiative of prepanng a nonsubsidized budget was
not apprecIated deservedly by the government or elucIdated appropnately by the
medIa What steps would you suggest to promote your approach VIa the mass medIa?

Answer Mr MOVslsslsn
In the first place, I would hke to say that thIs approach ofhavmg a nonsubsidized
budget was chosen for several reasons The weIghtIest reason was that In thIs case all
the norms and mstructIOns transmItted from the central government are of a purely
consultatIve nature In thIs way, we try to achIeve more mdependence by refuSIng all
the norms Imposed by the central government and by estabhshIng our own norms for
the development of the commumty The results at the end of the budget year proved
that our expenment had been successful

In thIs respect, the phIlosophy In my opimon should be the follOWIng If we are to
receIve funds, the funds should be worth reCeIVIng In other words, ajunsdictIOn
should not apply to the central government for a mInor subSIdy

Presently, there are commumtles that SImply cannot eXIst WIthOut those SubSIdIes I
understand very well what IS It to be a mountaIn commumty It IS my conVIctIOn that
those commumties should regularly receIve large SubSIdIes, and the populatIon
should be exempted from all kmds of user fees In the frontIer commumtles, the
populatIOn should not pay taxes, It IS the government that should pay benefits to each
member of the commumty for hVIng In a place hke that I would very much hke the
central government to make at least a short statement about the expenence of
Ashtarak commumty on natIonal teleVISIon, because we deserve It As for SubSIdIes, I
thInk that they should be calculated In the junsdictIOn by the mayor or hIs staff, and
not by somebody else USIng a formula WIth four vanables that only the MlIDStry of
Fmance and Economy can deCIpher

Question
In my understandIng, the presentatIons merely gave us mformatIOn on what has been
done m Ashtarak and Achapmak commumtles m the last two years All other juns
dIctIOns are dOIng apprOXImately the same thIngs The only dIfference IS that you
managed to receIve all those grants and credIts, whIle we dId not I would hke to
know, how dId you manage to receIve them?

Answer Mr Movslsslsn
In the first place, I would hke to thank the leMA office for ItS aSSIstance I remem
ber, at my first meetmg WIth PhIl Rosenberg I made the follOWIng statement "Why
dId you come? To help or teach US? If you came to teach US, I would hke to tell you
that we already know everythIng, so you better gIve us somethIng tangIble, hke a
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computer or sometlung else" HIS answer was "I am not gomg to gIve you a fish,
mstead, I wIll teach you how to fish" I want to thank hIm for that lesson, and at the
same tIme state that we receIve those grants only because we COmmIt to contrIbutmg
our share to the programs underlymg the grants BesIdes, we manage to explam the
need for such programs so well that nobody can possIbly refuse to finance us We
clearly explam what we can achIeve and the progress we can make If those programs
are Implemented WIth foreIgn funds, we focus on clearly-defmed programs and
choose partners who are more lIkely to contrIbute to the program goals There IS no
other secret to It

Answer Mr Shahbazlan
In addItIOn to my colleague's comments, I would lIke to say that the first reqUIrement
for successful cooperatIon With mternatIOnal partners IS the skill to develop concrete
busmess plans A busmess plan should provIde a clear descnptIOn of the program and
defirntIOn ofprogram goals, obJectIves, outcomes, and performance cntena Only
With a concrete busmess plan respondmg to these reqUIrements can you apply suc
cessfully for mternatIOnal funds

The mternatIOnal funds have certam reqUIrements that have to be respected Other
Wise, your applIcatIOn Will not be even discussed In thIs respect, our cooperatIOn
With leMA helped us adopt the Western technIques ofprogram management and
acqUIre addItIOnal revenue sources by presentmg programs and WInrnng grants
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3:45 - 4:45
Technical Assistance Efforts

Moderator Khachatur Bezlfjlan

Armen Khoudaverdlan, Deputy Minister of Territorial Administration
I wIll cover the followmg three pomts m my presentatIOn

I Techrncal assIstance and local self-government The process ofestablIshment of the
local self-government system

2 Tasks to be completed m the local self-government system from the pomt ofvIew of
temtonal admlrnstratlOn The techrncal assIstance reqUIred for accomplIshment of
these tasks

3 A proposal conslstmg of five elements, whIch mamly refers to the donor orgarnza
tlOns, on mobllIzmg resources to solve eXlstmg problems

Commg back to the first part of the speech, I would lIke to mVlte you to make an
unagmary tnp back to November 1996, the tIme oflocal government electIOns m
Armerna, as well as the tIme when our mlrustry and ItS departments were establIshed
After adoptIOn ofthe Law on Local Self-Government, we were asSIgned the task of
formmg local government aUthontIes We managed many orgarnzatlOnalissues
(seals, forms, office premIses, etc) In thIs phase, we, m cooperatIOn WIth local
governments, dId mamly techrncal work The government establIshed the staff lImIts
for local executIves, but expenence showed that many problems related to enforce
ment of the Law remamed unsolved The next phase for us was the development of
bylaws and other legal regulatIOns for enforcement of the Law on Local Self
Government As you all know, for thIs purpose a speCIal workmg group was
constItuted upon the commISSIon ofthe Pnme M1ll1ster The group, m cooperatIon
WIth respectIve mIrustnes, developed the reqUIred legal framework Naturally, the
techrucal asSIstance m thIs phase was mamly legal m nature In these actIVItIes our
only partner, to whIch we are extremely appreCIatIve, was ICMA, the orgarnzer of the
present conference

The next phase, naturally, was the strengtherung ofestablIshed commurntIes I would
lIke to expand a bIt upon thIs Issue

You remember that we closed the 1996 fiscal year WIth the budgets of former local
sovIets The 1997 local budgets were actually prepared WIthout the partICIpatIon of
local authontIes, whIch m most cases had no Idea what a local budget IS In thIs
phase, partIcularly, our trammg courses on local government budgetmg were cruCial
We deCIded to start delIvery of the courses to the larger commurntIes, whIch mcluded
the spectrum of the SOCIal categones I hope the smaller commurntles were not
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offended The program wIll be expanded to mclude those commurutIes later The
assIstance ofIeMA m tills phase was mvaluable, smce the local finance officers and
mayors personally observed how effectIve these actIvIties were The result was that
the commurutIes started to develop realIstIc budgets, and dISCUSS and approve those
budgets m a more transparent way

Smce much has changed m the last two years, I do not thInk It IS appropnate to
contmue ImplementatIOn of the program at the same pace The changes that have to
take place m our work have to be coordmated WIth the local self-government
reforms The reforms, m my understandmg, refer to the polICIes of the government m
respective sectors, and not the subjectIve changes that reflect the mterests of
mdividual commuruties

I Will try to make my pomt clearer In the fmal phase ofestablIsillng commurutIes,
when the commurutIes were authonzed by law to have property, we specIfied the
types ofmuruclpal property and transferred the ownershIp nght over that property to
the commurutIes You know that the murucipal property mcluded Items that reqUIre
substantIal mamtenance and ratIOnalIzatIon costs (schools, clubs, lIbranes, mfrastruc
ture, water supply and heatmg networks, etc)

The property was handed over to the commurutIeS WithOUt any pnor reforms The
government, at that tIme, dId not have any clear-cut reform polICIes m the field Our
approach was to Implement the reforms m cooperatIOn With commurntIes Now I
understand all the complamts ofcommurutles I want to say that we mtended to
optimIze and ratIOnalIze those systems Jomtly WIth the commurutIes Therefore, the
first reform ObjectIve for us IS the conceptual reorgarnzatIon of the system

The next reform obJectIve, m our oplrnon, should address the problems stemmmg
from WIde dISSImIlantIes among the communIties For mstance, compare large and
strong communItIes hke Gyumn and Vanadzor With small rural commuruties that
have nearly no resources DespIte theIr poverty, those small rural commurutles have
the same scope ofresponSIbIlItIes and powers as the large urban commumtles I thmk
that m our reform process we should dIfferentiate between the commurutles based on
theIr SIze and asSIgn dIfferent responSIbIlItIes dependmg on the resources avaIlable
ThIs part of the reform process, m my opImon, also has to be Improved

The next task IS the aggregatIon ofmurucipal servIces Ifyou noticed, I ,lId not
mention anythIng about enlargement of the commumtIes, smce It IS too early to talk
about It At the same time I am agamst coerCIve enlargement of the commumtIes
Instead we should thInk ofaggregatmg the servIces based on local Importance How
do we perceIve thIs process? The law allows us to do that, and we suggest accom
plIshmg the task Via establIshment of mter-commumty asSOCIatIOns However, we
have lIttle expenence m Jomt provlSlon ofservIces

I thInk, m time, we Will accumulate enough expenence to provIde for combmmg the
efforts of dIfferent JunsdictIOns m the proVISIOn of Important servIces
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The next senes of actIvItIes refers to the establIshment of condommIUm asSOCIatIOns
and clanficatIOn of the relatIOns between condommIUms and local governments We
receIve techrucal assIstance for the establIshment of condommIUm aSSOCIatIOns
Another Issue ofconcern IS the "care" WIth whIch the communItIes treat the condo
mImums We should not regard the condonumum as an enemy oflocal government,
an entIty that wIll depnve the local government of ItS powers The relatIOns between
condomImums and local governments should be frIendly and practIcal Therefore, we
stIll have much to do m thIs field

The reforms also should address the local budgetmg process I thInk the assessment
of the finanCIal potentIal of commumtIes IS an urgent Issue I do not want to 11lmt the
task only to the selectIon of an equalIzatIOn model Fmanclal potentIal of the com
mumty refers to whatever the communIty can develop, grow, or produce usmg ItS
resources (human, housmg, etc) In thIs respect, the polIcy of the government should
be to allocate most of those resources to commumtIes to enable mdependent man
agement of local problems At present, the commumtIes do not have access to the
finanCIal markets, credIt markets, capItal markets Whether these markets have been
fully establIshed m the country or not IS another Issue, but the commumtles do not
even have the abIlIty to approach them In thIs respect, the reforms should prOVIde
opportunItIes for the commumtIes to access those markets Yes, local governments
should have the nght to borrow and receIve loans and credIts, to manage theIr
property, and to access the capItal market The commumtIes should have the nght to
create theIr own capItal markets I thInk our Jomt efforts should be aImed at estab
lIshmg those markets m commumtIes

And finally, the next Issue I want to cover IS the entrepreneunal actIVItIes of the
commumty You have all come across that problem establIshment ofmumcIpal
enterpnses, management of those enterpnses, selectIOn ofmodels, and taxatIOn for
those enterpnses Should those enterpnses operate under the same condItIons as
ordmary pnvate busmesses? What should be the management model for mumclpal
enterpnses, and how should mvestments be attracted? These are the most Important
questIOns, for whIch we are trymg to find the answers

The next step, obVIOusly, IS the expanSIOn ofmumcIpal property and the scope of
mumcIpal powers I mean first ofall delegatIon of such responSIbIlItIes as publIc
schools, health and SOCIal servIces to commumtIes The kmdergartens are already m
the JunsdIctIOn of local governments, and we are already dlscussmg the pOSSIbIlItIes
for unprovmg the management of these faCIlItIes The government IS planmng to run
pIlot programs m a number of commumtIes that wIll transfer publIc schools to local
government JunsdIctIOn PIlot programs gIvmg local government JunsdIctIOn for
pnmary health care faCIlItIes are underway as well There are also plans to delegate to
commumtIes the responSIbIlIty for updatmg the "Paros" lIsts of SOCIally vulnerable
famIlIes The tranSItIOn WIll be effected m a step-by-step manner and WIll hopefully
lead to local governments bemg fully responSIble for the management of socIal Issues
and Infrastructure m theIr JunsdIctIOns Naturally, I recommend that commumtles
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abstam from mterfenng m prIvate busmess, for thIS WIll handIcap rather than enhance
the development of busmesses

I want to conclude my presentatIOn by callIng donor attentIon to the need for pro
vldmg techrucal aSSIstance and development programs to solve the abovementIOned
problems The followmg five statements prOVIde a summary of my presentatIOn

I The realIty shows that we need to contmue ICMA's trammg program for local
finance and budget officers In partIcular, we need an m-depth trammg course on
stock and capital exchanges In the first phase, we managed to buIld the framework
of the local budget, espeCIally the admmistrative part of the local budget Now, our
mam task IS the formatIOn of the capItal budget

2 We need to bUIld capaCIty for publIc management traImng oflocal CIvIl servants Of
course, there IS currently a program sponsored by the Umted NatIons Development
Programme (UNDP), whIch aims at buIldmg management capaCIties and know-how
of temtonal admimstratIOn m marz executIves I thInk thIs program WIll be useful
also for our commumtIes, m the sense that It WIll help prepare publIc managers, orga
mzers, and leaders capable of orgarnzmg group work

3 We need to promote mvestment actIVIties Our task, m partIcular, WIll be to buIld
commumtIes' capaCIty to prepare good applIcatIOns for mvestment programs Today
there are many finanCIal orgarnzatIOns m the RepublIc that, It seems, have no
mtention of workIng WIth local governments The commumtIes should know how to
prepare and present programs that attract mvestment for solvmg local problems

There are qUIte a number ofsuch funds m the country today Even the SOCIal
Investment Fund works WIth communItIes There are also Save the Children and the
World Bank, whIch we hope WIll partICIpate actIvely m thIs matter Our task WIll be
to help the commumtles prepare and format busmess and mvestment programs

4 The next task IS to promote the development ofentrepreneunal capaCItIes ofcommu
mties It may seem strange, but we do not have the concept ofa manager We need
speCIalIsts who WIll train the managers of munICIpal enterpnses (mamly nonprofit
mstitutIOns such as schools, kindergartens, clImcs, etc)

5 The next task IS to asSISt the commumtles to develop local databases Many ofyou
have already developed such databases Some ofyou became acquamted WIth such
InformatIOn systems durmg our study tours to Romarna, Hungary, and the Umted
States Now we have such InformatIOn systems also m Annema I know, for mstance,
that Charentsavan, Vanadzor, Garro, and Ashtarak have establIshed mumcipal data
bases of theIr own ThIS expenence needs to be extended to other JunsdictIOns, and
we antICIpate active partICIpatIOn ofdonor orgarnzatIOns m thIs process

These are the main tasks that we see m asslstmg local governments and helpmg them
mcrease theIr management capaCItIes
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Khachatur BezlrJlan, Director of the School of Public Administration
To present technIcal assIstance efforts m Armema we have to remember that m the
transItIOn penod, dIverse reforms were undertaken m Armema Those reforms were
pnmanly m the pohtical and economIC spheres ConsIderable changes were mtro
duced m the publIc admmistratIOn system as well Changes were made to the local
self-government system Before that the old, centrahzed SOVIet system was func
tlOmng There were SOVIets at the CIty level and at the regIOnal levels, and the hIgher
level was represented by the Supreme SOVIet The hIgher structure was authonzed to
overturn the deCISIOns made by subordmate SOVIets The scope ofauthonty was not
dIfferentIated The SOVIets dId not have mdependent budgets

The authonty Issue was dIscussed over and over dunng dIfferent seSSIOns here I
thInk the State has certam general functIOns Some ofthose functIOns are more easIly
prOVIded at the central level Other servIces are more effectIvely delIvered locally To
Illustrate thIs, I would say that It IS not reasonable to have a customs office m all the
regIOns On the other hand, local problems of garbage removal cannot be effectIvely
managed from Yerevan

I regret to state that m our ConstItutIOn the local government IS separated from the
State admmtstratlOn Both central agenCIes and local governments are State
admilistratIOn structures With clearly defined authonty and responSIbIlItIes

To reform our State adffilrustratIOn system, we needed to study the expenences of
those countnes where local governments were estabhshed long ago It IS eaSIer to use
functIOling models mstead ofremventmg the wheel ICMA, along With other
organIZatIOns, helped us become acquamted With mternatlonal practIces UNDP IS
currently Implementmg SImIlar projects as well

Reforms were not lImIted to the government system The new concept ofCIvIl
servant was also estabhshed The former SOVIet system was based on IdeologIcal
approaches Party members were gIven pnonty to be employed at dIfferent authonty
and government levels The traIling of CIvIl servants also had an IdeologIcal slant
PohtIcal changes and the mtroductlon of the multIparty system necessItated the
establIshment ofa new CIvIl servant concept mdependent ofpohtIcs We needed a
traIrung system to prepare profeSSIOnals m the area ofmanagement

In May 1994, the School ofPubhc AdmilistratIOn was founded It was the first
educatIonal mstitutIOn of ItS land m the former SOVIet Uruon A month later the
RUSSIan Academy of CIvIl Servants was establIshed Our school was founded WithIn
the Techmcal ASSIstance m CIS (TACIS) program

The program was Implemented m three areas reforms m pubhc adrnirustratIOn,
Improvements m trade umon practIces, and estabhshment ofa trailing mstitutIOn for
CIvIl servants The TACIS program was Implemented m two stages Each program
lasted a year and a half European experts conducted trailing of CIVIl servants, tram
mg oftramers, consultancy, and techrucal aSSIstance Computer eqUIpment and
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audIOVIsual aIds were procured Study tours to a number of European countrIes were
organIzed The second program has the enhancement of the school as Its aIm

Now I WIll present our collaboratIOn WIth ICMA m more detaIl The Law on Local
Self-Government was adopted m 1996, and local electIOns were held m November I
met WIth Steven Anhan to dISCUSS the problems that eXIsted m the newly founded
local government system We emphaSIzed the Importance of financIal management
skIlls and budgetmg capabIlItIes for local offiCIals to reach real fmancial mdepen
dence A program respondmg to these needs was developed and presented by ICMA
The program IS currently Implemented m partnershIp WIth the MiruStry of Temtonal
AdmIrustratIOn and the School of PublIc AdmIrustratIOn

When the program started m 1997, eightJUflsdictIOns were mcluded m the traIrung
program SIX CIty commumtIes and two Yerevan neIghborhood commumtIes DUflng
an eIght-month program, the traIners of the School of PublIc AdnumstratIon, together
WIth other mdependent experts, conducted regular monthly workshops for the repre
sentatIves ofthose commumtIes The consultants VISIted the commurutIes to prOVIde
on-SIte consultmg A study tour to Romarua and Hungary was orgaruzed, and our
local OffiCIalS VISIted seven CItIes (four m Romarua and three m Hungary) where the
reforms IrutIated by ICMA were very successful The purpose of the study tour was
to become acquaInted WIth the accomplIshments ofthe reformed local government
system m those CItIes

The overall program was successful, and It was contmued thIs year New commuru
ties were chosen to partICIpate m the traInmg The number ofcommurutIes mvolved
may seem small smce only rune more commuruties were selected for the follow-on
program As you know, there are 920 commuruties and 12 Yerevan neIghborhood
commurutIes As the neIghborhood commurutIes have the largest populatIOn,
representmg a sIgmficant part of the populatIOn m the RepublIc, 39 percent ofthe
country's populatIOn benefits from thIs program

I thmk the program IS very Important We need to contmue It to strengthen local self
government Local governments, as mternatIOnal expenence shows, are close to the
people ThIs IS where people go dIrectly WIth theIr needs The central government IS
dIstant from people People do not come across defense or secUflty Issues every day,
as they do m the case ofwater supply, trash collectIon, or SImIlar Issues

I should note that the School ofPublIc AdmirustratIOn Implements other programs as
well The School cooperates WIth the SPRITE Program of the World Bank SPRITE
IS an acronym that stands for "SOCIal Reform Program m TranSItional EconomIes" In
tranSItional economIes SOCial reforms are cntIcal

I thInk It IS very Important to conduct workshops on Issues related to retirement
penSIOns, publIc health, and SOCIal asSIstance We appreCIate mternatIOnal techmcal
aSSIstance, and we hope cooperatIOn WIll contmue, partIcularly WIth ICMA, both the
orgaruzatIOn and ItS staffmembers WIth whom we have worked to date
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Question
What IS your understandmg of local self-government In general? Does the concept
Imply the transfer of authontles, or are these authontles ImtIally ours by nght? Is the
central government the source of these authontles?

Answer Mr Bezll]lan
I mentIOned tms In my presentatIon, but I Will repeat It once more There are State
functIOns and, accordmg to the law, these functIOns are dIVIded between the central
and local governments Therefore, we cannot speCIfy some of them as supreme,
others as subordmate

Question
Is thts dIfferentiatIon regulated by the law? Is It defined m the ConstItutIon and the
law, as opposed to government deCISIons?

Answer Mr Bezll]lan
The ConstItutIon states the eXIstence ofthe central government and the local
governments, and the law Identtfies the scope of theIr authonty None ofthose
functIOns are supreme or subordmate, but I belIeve that local governments are also
State bodIes, they are not publIc organIzatIOns

Question
Does tms mean local governments are admtmstrattve structures havmg power? Ifyes,
who proVIdes the power?

Answer Mr Bezll]lan
People proVIde the power

Question
My next questIOn IS to Mr Khoudaverdlan Do you conSIder local self-government as
a partner of the central government or as ItS extenSIon?

Answer Mr Khoudaverdlan
Probably It IS an overexaggeratIOn to state that local self-government IS the extenSIOn
of the government If It were, then there would not be local self-government It would
be more lIke the former SOVIets, wmch exerCIsed State admimstratIOn at the local
level

I would lIke to expand on the Issue a lIttle more Let me express my opiIDon We
cannot Ignore the fact that local self-government IS ongmally autonomous I thtnk
that our law clearly defines mandatory, delegated, and voluntary authontles Through
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delegated authontIes, local self-governments Implement some State functIons defined
by the law I would lIke to emphasIze thIs pomt only some State functIOns Note that
none of these servIces are proVIded completely at the commuruty level For example,
m the electIOn procedures, commuruties have the responslblhty for prepanng votmg
lIsts but do not actually conduct electIOns Therefore, we cannot speak about ultImate
local self-government, smce, m thIs case, Martoum or Gons mIght speak about the
nght to become mdependent ofArmema As for local self-government power m our
RepublIc, we have two levels of power I would rather not say supreme or subor
dmate, Just two levels One IS vested With functions of State admuustratIOn, and the
other With local self-government functIOns Marzpets are not mdependent They are
representatives of State temtonal admInIstratIOn Implementmg only State temtonal
polIcy and nothIng else

Answer Mr BezIIJIan
I Will also add that the concept of State admImstratIOn IS bemg revIewed Dunng
Hegel's tImes they spoke about State admImstratIOn power, today they speak more
about State servIces State structures provIde servIces, and the CItizens are the clIents
Modem lIterature also assumes that the CItIzens are clIents, and the State structures
serve the CItizens ThIs IS the approach, not top-down admimstratlOn

Question
Mr KhoudaverdIan, we know that the Law on Local Self-Government IS not perfect
It IS recently adopted, and It needs to be Improved, some ofthe artIcles need to be
amended I am mterested m the follOWing my colleague from Ashtarak mentIOned
that orgamzatIOns lIke ICMA "may not gIve us fish but can teach us how to fish" I
would say that most commumties know how to fish, they Just do not have tools to do
that In other words, I am mterested m the basIC tools, those mechamsms that wIll
allow the communIty heads to work With people To be more specIfic, we need
mechamsms to collect taxes, to collect water fees, and to accomplIsh other com
mumty actIVItIes, whIch reqUire techmcal eqUipment, fuel, and many other thIngs
Presently we are not able to proVIde for all of thIs because of two major reasons the
poor SOCIal SituatlOn and the unWillIngness of people to pay Commumty heads do
not have any leverage to collect fees and taxes If, dunng the budget year, 50 percent
of the land tax IS collected, the arrears are mcluded m the next year's budget In the
thIrd year oflocal self-government operatIOn, each commumty wIll have a budget
equalmg halfofArmema's State budget, but only on paper Please clanfy

Answer Mr Khoudaverdlan
I thInk thIs IS an extensIve Issue To some extent I covered It m my speech We
should help and teach the commumtles to develop models for Implementmg theIr
responSIbIlItIes
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4:45 - 6:00
Intergovernmental Perspective: Three Aspects Presented

Moderator DavId Toumanlan, School of Public Administration, leMA
Expert

Kamo Areyan, Deputy Mayor of Yerevan
It IS my personal conVIctIOn that the InternatIOnal CIty/COunty Management Asso
CIatIOn has accompllshed substantIal work m our Republlc, and there IS need for
further extensIve programs The ImtIal stage ofestabllshmg the mstItutIOn of local
self-government suggests that It IS stIll fragIle and needs to be Improved and
strengthened To aecompllsh our ultImate goals, we need to contmue cooperatIOn,
partIcularly among the Mlnlstry of Temtonal AdlmrustratIOn, School ofPubllc
AdmlnlstratIOn, the NatIOnal Assembly, and mternatIOnal development programs
The Jomt programs should have the objectIve of establlshmg a sound local self
government system takmg mto consIderatIOn the tradItIOnal and progressIve
mternatIOnal practIces WIth a due respect for the specIal charactenstIcs ofour
republlc

The perspectIves of mtergovernmental relatIOns were defined as the mam tOPIC for
my speech What IS the current system llke? We have a local self-government system
WIth 932 commurutIes, a State admIrustratIve system WIth ItS structure and opera
tIOnal procedures, and temtonal uruts representmg the executIve power A very
Important polley Issue has been resolved the vertIcal State adlmrustratIOn system has
been replaced WIth the honzontal temtonal adm1rustratIOn system The vertIcal
admIrustratIve system has gIven way to the creatIOn and strengtherung of temtonal
llnks based on the mstItutIOn of local self-government

The questIon to be answered after the electIOns IS the followmg what IS the role of
local self-government, as defined m the law, m the admIrustratIve system ofour
country? How IS the local government system Impacted by the vanous aspects of the
mtergovernmental relatIons? As Mr Khoudaverdlan mentIOned m hIs speech, after
marz and adlmrustratIve-temtonal dIVISIOn was accompllshed, another constItutIOnal
prOVISIOn statmg that marzes carry out State admmlstratIOn took effect Marzpets are
appomted or removed from office, and marzpets Implement the temtonal pollcy of
the government

What IS a temtory? In my opIruon, local governments and commurutles make up the
content ofa temtory, ItS "flesh and blood" What IS the area where a marzpet
Implements temtonal pollcy? ThIs area IS made up ofcommumtIes Therefore, the
commuruty becomes the pnmary level m temtonal pollcy The conceptual prOVISIon
of relatIOns between the executIve power, the temtonal structures of State admm-

47



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

IstratIOn, and local self-government, I thmk, should be accepted and nnplemented m
thIs context

The State admmlstratIOn, local self-governments, and temtonal executIve bodIes
mterrelate m the field of temtonal polIcy The commumty stands at the lrutIallevel
of thIs cham Therefore, the bIggest obstacle for the commurutles m lmplementmg
theIr statutory authontIes IS that commurutIes are the result of the former SOVIet
system of allocatIng productIve capaCItIes

Local self-government bodIes appeared after thIs vertically-onented scheme
Therefore, when evaluatmg commuruties' abIlIty to Implement authonties Imposed
by the law, we have to keep In mmd thIs system mhented from the past Yerevan was
bwlt to have a populatIOn ofone mIllIon, at the expense of the regIOns Almost 80
percent of the country's productIOn, SCIentIfic, technIcal, educatIOnal, and cultural
potential was moved to Yerevan Human resources were moved to Yerevan as well
The regIOns were robbed, and as a result, we have an overcrowded CIty and regIOns
depnved oftherr proportIOnal allocatIon ofproductlon capaCItIes Now we have local
governments m those regIOns

What are the Issues In VIew of the temtonal polIcy? I thInk we have a clear under
standmg that the temtonal executIve structures of the Tax Inspectorate and the
Mlll1stnes of Energy, SOCIal Secunty, Fmance and Economy, and PublIc Health are
specIfic functIOnal uruts m the regIOns They are not entItled to lIDplement temtonal
polIcy We have stated that marzpets have the nght to lIDplement temtonal polIcy
Therefore, I thInk commuruty heads along With marzpets have to draft the SOCIO
economIC programs requrred from marzes and marzpets Any miIDster, when
preparIng temtonal SOCIOeconomIC programs, should Incorporate recommendatIOns
ofcommunIty heads and commuruty counCIls It IS the commuruty heads and
commuruty marzpets who finalIZe the scope ofcurrent problems and develop annual
or long-term programs to be conSIdered by the mllllstnes From the departmental
perspectIve, a program lIDplemented on a speCIfic temtory should mcorporate the
elements of the program presented by the localItIes We have a lot to accomplIsh m
thIs respect CommurutIes should partICIpate m the elaboratIon of these programs
The State admIIDstratIOn and local self-governments should mteract through marz
structures

The budget system IS another cntIcal element, and I appreciate that thIs conference IS
focused on It We are well aware of the entIre system commuruty budgets and the
State budget are deSIgned to comply With the Law on the Budget System The budget
IS the document that Will dIrect the commuruty heads to carry out SOCIOeconomIC
actIVIties Let us see how local governments, the State admiIDstratIOn and the tem
tonal bodIes of the executIve power Interrelate from thIs pomt of VIew

I thInk the current budget system Will sooner or later prove Itself to be a good one
But one aspect oftms system has been Ignored the budgetary relatIOnsmp between
the commuruties and the State Is the scope ofauthontIes gIven to commumtIes
supported by therr finanCial potential? We had tms argument at the NatIonal
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Assembly a few days ago when dlscussmg the Law on EqualIzatIOn I cannot
nnagme an authonty Without adequate fundmg to Implement It Therefore, SubSIdIes
become an mstrument for provldmg for mtergovernmental relatIOns

The only guarantee for determmmg SubSIdIes IS the followmg the subSIdy IS the only
means of respondmg to and evaluatmg the needs ofa commumty Through the
subSIdy system, communIties demonstrate theIr need After the assessment of
commurnty need, the State's share ofpamclpatmg m commurnty actiVItIes IS
determmed We IdentIfy whether commumty mandatory authontIes are eqUivalent to
the avmlable funds

You are all aware ofthe fixed revenues and regulated revenues stable tax revenues
such as land tax, property tax, mcome tax, and regulated revenues as a percentage of
collected fees and other taxes What IS the purpose of SubSIdIes allocated from the
State? To cover the expenses, to have a mmnnum budget, to overcome the shortage
offunds, and not to equalIze the authontles

As mentloned, authontIes are more extensIve than the capacltles of a commumty
Authontles can be defmed m the law, but some ofthe commumtles mIght be able to
Implement them, and others mIght not I am agamst reducmg authontles, but I cannot
agree With the fact that we do not assess these authontles from the fmanclal per
spectIve OtherWIse these authontIes wIll eXist only on paper That IS why, when
prepanng the RepublIc budget and departmental programs, I thInk subSIdies are not
enough Mlnlstnes, when prepanng programs, should consider temtonal character
IstiCS and the SOCIOeCOnOmIC features ofa given commumty m order to compensate It
for defiCIenCies m the State budget I do not mean to Imply that SubSIdIes should be
mcreased But, when preparmg programs for a commumty, the focus should be on
pnonty programs

Although commumty revenue sources are standard, I thInk we should have a
dIfferentiated approach Wlthm marzes Imagme a Village With a 100 percent
unemployment rate and tmagme mcome tax as a revenue source Imagme that the
land tax or property tax IS the only revenue source Ifwe only rely on a formula
based approach to equalIzatIOn, we Will fall

The next Issue relates to the service monopoly Commumtles have the mandate to
prOVIde certmn servIces But the servIce delIvery system badly needs reforms, and
these reforms are the responSIbIlIty of State admlnlstratIve bodIes or, to be more
specIfic, the responsIblhty ofmImstnes and the central government The pnonty
servIces to be prOVIded by a commumty to the populatIon are those of the communal
system But are the commumtIes able to carry out the burden of thIs system? I thInk
commurntles need the support of the State to dehver servIces such as water supply,
sewer, heatmg, and energy I agree With Mr Khoudaverdlan's VIew on tills Issue

Commurnties should have receIved a reformed and Improved system But my
approach IS dIfferent It IS not enough to techmcally speCIfy the property to be
transferred to the commumty and make It a mandatory authonty The communal
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system should be provIded WIth gUIdehnes developed by the m1ll1stnes regulatIOns,
laws, and pncmg polIcIes CommurutIes need the support of State admIlllstratIve
bodIes to JustIfy pncmg polICIes I tinnk these servIces have been a State monopoly
for too long, especIally water supply resources

The State should reform and Improve the system techrucally and economIcally and
based on tins determme the role ofcommurutIes CommurutIes cannot be the servIce
provIders, mamtaIlllng the system, collectmg fees, and renovatmg the system Com
murutles do not have thIs capacIty For example, no commuruty head can state that he
or she has solved the government deCISIon on energy rules and the elevators Housmg
has been transferred to the commuruty Is It pOSSIble to select a representatIve
authonzed by all the reSIdents to contract WIth energy supplIers m a SItuatIOn when
some of the apartments m the bUIldmg are pnvatlzed and others are not? Tlus means
the pncmg polIcy for common areas should be clanfied

MethodologIcal gUldance should have been proVIded for commumty heads Tlus IS
why relatIOns between State admtlllstratIve bodIes and commurutles are especIally
Important m the communal system For a certam penod, State support IS necessary
The concept ofcommuruty authontles IS the followmg functIOns should be gradually
taken from the temtonal executIve bodIes and transferred to commurutles Commu
mty authontles should be expanded All m1ll1stnes should remove mIlllstenal-
terntonal formal and mformal complexes IntenSIve structural changes should be
undertaken to defme the scope ofmInIstry authontIes, clanfymg whether It IS
necessary for the mIlllstnes to be overburdened WIth so many functIOns

My approach IS the follOWIng we should gradually have the mInIstnes take on the
functIOns of provldmg gUldance m developmg standards and mstructIons and
momtonng the ImplementatIOn of reqUIrements through mspectlons, and we should
mandate the rematlllng authontles and nghts to commurutIes Property IS the legal
basIS for these developments We dId not go qUlte the nght way when defimng the
property owned by commurutIes WIthIn the Law on Local Self-Government, the
central government IS authonzed to IdentIfy the property But I thInk we need a
separate law to regulate ownerslup, mamtenance, and management relatIOns Tlus
authonty should be gIven ImmedIately to commumtIes Presently, State admIlllstra
tIve praCtIces for transfernng pnvatlzed property to commumtIes are encumbered

I do not agree WIth the mtentlon to transfer publIc schools to commumtles The
mayor ofVanadzor mIght be able to manage one or two schools, but how many
VIllage mayors WIll be able to do that? There IS stIll a need for State budget support
As for the legIslatIve basIS, there IS the Law on Local Self-Government, the Law on
Local DutIes and Fees, the Law on CondOmInIums, and recently we receIved the Law
on Terntonal Adm1ll1stratIOn I thInk the most Important law IS the Law on Tern
tonal AdmIlllstratIOn It should clearly define the lImIts, pnnclples, and prereqUlsltes
ofterntonal admIlllstratlon and ensure local government authontles are never
VIolated For tlus reason, I suggest that the role of the MIlllStry of Terntonal
AdmIlllstratIOn be strengthened
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The MllliStry ofTemtonal AdmlllistratIOn should admlmster the system The
mlmstry should expand Its staff, because for me It WIll be unclear If, after so many
POhtlCal and IdeologIcal reforms, we contmue to use the former "USSR Gosplan
Armeman Gosplan" system of double subordmatIOn I tlunk all mllllstnes should
elImmate duplIcate structures-IdentIcal structures eXIstmg WItlun dIfferent
rmmstnes-and define what could be transferred to commurutles The Mlmstry of
Temtonal AdmlmstratIOn should develop broad-based temtonal pohcy

I tlunk everybody Will agree that Yerevan stands out as a uruque case NeIghborhood
commurutles of Yerevan have the authontIes defined by the same law They lack
some of the authontIes gIven to VIllage and CIty commurutIes Tlus IS a condItIOn of
the urban charactenstics of Yerevan Yerevan should always be VIewed as a complex
of urban, SOCIal, economIC, demograpluc, enVIronmental, and communal systems In
tlus respect, relatIOns between State admimstratlve bodIes and the local self
government system should be regulated by a separate law on Yerevan

I belIeve there IS more to say, but I should lIrmt myself to what I have Said I have
stated the eXIstmg problems The InternatIOnal CIty/COunty Management ASSOCiatIOn
has a mISSIon III our RepublIc The program should serve one major ObjectIve to
stabIlIze and strengthen the system of local self-government very qUickly In tlus
system, wluch conSIsts of932 commurutIes, about 300-400 commumtIes defimtely
should remam under the care of the State, smce they lack elementary resources
Wlule not depnved ofauthontles, these commumtles should have the patronage of
the State Tlus IS the legacy of the former allocatIOn scheme ofproductIOn capaCItIes
The commumtIes are not to be blamed for the lack of resources

DaVid Hambartsoumlan, Head of the Budget Department of the
Mmlstry of Fmance and Economy

I Will speak as the representatIve of the central government focusmg on finanCIal
Issues The executIve power operates on three levels central government, terntonal
admmistratIOn, and local self-government We may explaIll at length the reasons for
tlus, but I tlunk both the State and the publIc have realIzed that It IS not pOSSIble to
effectIvely solve all the problems of the RepublIc III a centralIzed manner

The questIon that arIses IS the follOWing what IS the role of agenCIes of the central
government, the IDllllstnes? What IS a mimstry supposed to do under the new
condItIons-IS It only a polley maker or a polIcy Implementer as well? The publIc
came to the conclUSIOn, and expenence also proves, that polIcy ImplementatIon
solely from the center IS not effectIve I do not say It IS not pOSSIble, anytlung IS
pOSSIble It IS Just not effectIve

In 1995, when the ConstItutIOn was adopted and the marzpet mstitution was
establIshed, pubhc dISCUSSIOns related dIrectly or mdirectly to one major questIOn
what are the authonties and nghts of the State terntonal admimstrative bodIes, and
what are the authonties ofcentral agenCIes m regIOns? Even today there IS no unIfied
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approach, although there were two consequent presIdentIal decrees m 1995 and 1997
Thts IS not because the central government does not trust the marzes There IS one
reason for thIs-any problem and any solutIOn should mature The State, local gov
ernments, and CItIzens should accumulate expenence Today we speak often about
land pnvatIzatIOn and agree that It was meffective and not properly prepared for The
property transferred to commuruties was not clearly Identified

Central government representatIves addressmg these Issues today would agree With
me that evolutIonary tranSItIOn IS more effectIve and has less pamful Impacts on the
pubhc than revolutIOnary tranSItions

Commg back to our mam Issue, let me remmd you that m August 1997 the Law on
the Budget System was fmally passed Although, m my opimon, the Law on the
Budget System should have been adopted together With the Law on Local Self
Government A one-year delay made us lose almost one year m the regIons
Commurutles were formed, but they dId not know how to prepare a budget, what to
approve, what reports to submIt, who collects the taxes, or how the taxes are
collected For better or worse, the Law on the Budget System was adopted We have
a year of expenence m applymg thIs law RegIOns may have therr own opimon on
thIs law The fact IS that any law not passmg the test ofpractical ImplementatIOn may
have certaIn defiCIencIes What IS cntIcalis that finally we were able to IdentIfy, on
the fmance and budget levels, what belongs to the State, what belongs to commu
mtIes, what commumtIes do to survIve and to advance finanCially, and what nghts
they have Thts law also allowed the State to reVIew Its capaCIties

As you know, It was defined m the legIslatIOn that the government, when presentmg
the draft State budget, had to prOVIde certam matenals that guarantee the State's
budget performance In other words, the budget IS the wntten explanatIOn of thIs law
In the past, there were vanous arguments on the draft State budget at the NatIOnal
Assembly Presently, the government and the NatIOnal Assembly know theIr authon
tIes Dunng the dISCUSSIOns each party knows what IS requued of the legIslatIve body
and the executive body I want to quote Mr Areyan, who Said that no program can be
accomphshed and power IS useless when there IS no adequate fundmg

The fact that commUnItIes are depnved of real revenue sources IS bemg stated over
and over In some cases, we may agree However, It IS apparent that commUnIty
potentIal IS presently underutIhzed Ofcourse, thIs IS not only the problem of
commumty heads State and central government agenCIes have to make It pOSSIble for
local governments to accomphsh theIr workload MethodologIcal gUidance IS needed
When revlewmg the commUnIty budgets we can see how far these documents are
from bemg perfect We receIve the budgets from marzpetarans, not from commu
mties Budgets are prehmmanly reVIewed by marzpetarans, whIch put a lot of effort
mto shapmg the budgets mto an acceptable form From what we receIve, we
conclude that commUnItIes are not ready to do thIS work Thts IS a very senous
problem both for us and for the commurutIes
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Also, the Law on Temtonal AdmmistratlOn IS currently m force Although It IS Said
that "current laws are always nght," m my opmIOn there IS room for speculatIOn
Armema has a populatIOn of 3 5 mIllton and 932 commurutIes, 12 of wruch are m
Yerevan Most of those 932 commumtles consIst of 60 to 70 famlltes What kmd of
problems can these communItIes solve? We can suggest creatmg mtercommuruty
uruons ThIs IS a good way to go, we are even a ltttle late wIth tills, but trus should
not be the only optIOn to allow communItIes to be fmancIally establtshed I cannot
Imagme what kmd ofcapItal expendItures a commuruty consIstmg of40 to 50
famlltes can make or how It can spend the tIme needed to collect the funds to cover
such costs Yes, the State should prOVIde support, but there IS a concept that eXIsted
even dunng the SovIet penod that State funds cannot be thrown away

Now we allocate SubsIdIes for equaltzatIon We stIll have to determme how effectIve
the subSIdy allocatIOn formula IS A commumty WIth 70 famIltes receIves a certam
amount, too ThIs amount WIll mamly be spent on salanes of the local government
staff We do not solve problems m tills manner

Democracy, mdependence, self-government, those are the realtty And as long as
publtc oplll1on agrees on havmg 932 commurutIes, we WIll have the same poor
SItuatIOn ThIs IS polIcy It IS more Important for us to have a system oflocal self
government However, m tills case, It IS ImpoSSIble to senously speak about the
finanCIal development of the commurutIes

In conclusIOn, I would lIke to state that the central government understands all these
realItIes We have prepared a package ofchanges to the Law on the Budget System
Other proposals to amend the related laws mcludmg the Law on Local Self
Government are bemg prepared, but the role and the wIll of the central government IS
not enough m tills respect Shortfalls are better observed locally We always welcome
proposals from marzes and commumtIes Recently, we receIved some suggestIOns
from Armavlf Marz ThIs IS very helpful The commumty Issues are not only the
problem of the central government ThIS problem should be solved natIonWIde, on
the State level

Vartan Ayvazlan, Mayor of Charentsavan
I would lIke to speak about our problems and relatIOns that have emerged m the past
two years FIrst of all, on behalfofall of us I would ltke to acknowledge the
InternatIOnal CIty/COunty Management ASSOCIatIOn, the Umted States Agency for
InternatIonal Development, our Mimstry of Fmance and Economy, and our Mlll1stry
ofTemtonal AdnumstratIOn, whIch proVIded thIs opporturuty and are supportmg our
work to establIsh the local self-government system, to develop and strengthen the
decentralIzatIOn process, and to enhance the system WIthout local self-government
there cannot be a State We WIll not have the statehood we are stnvmg for We
should accept thIs as a golden rule As a representatIve of local self-government I am
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glad that officIals m state admmIstratIve bodIes clearly realIze the SItuatIOn and are
trymg to find solutIOns

Now I want to touch upon the problems that have emerged smce 1996 About two
years have passed, and although the local governments have been establIshed they
stIll have many senous problems The reasons for these problems are drawbacks m
the legIslatIon and lack of ImplementatIOn mechamsms The first Issue I am
concerned about IS the property transferred to us EarlIer I asked a questIOn what was
the approach for thIS dIstnbutIOn? There IS no speCIfic approach I can state thIs
clearly There IS only one approach gIve commumtIes everythmg that does not work

LegIslatIOn has some defiCIenCIes There IS a lack of subordmate legIslatIOn There IS
a lack of terntonal admmIstratIOn and terntonal polIcy What do we have here?
There IS no clearly defined dIfferentIatIOn among marz, commumty, and State
functIOns ThIs uncertaIn SItuatIon has brought forth a senous problem We do not
have dIstmct terntonal polIcy CentralIzed admlmstratIOn IS carned out by branch
mIIDstnes Marzpets are not able to carry out terntonal pollcy M1ll1stnes mterfere
With our authontIes, and that IS why we have thIs confused SItuatIOn

I want to state once agam an Issue ofconcern for everyone present here there IS no
finanCIal baSIS to Implement the authontles, and that IS why local governments are m
tills cntlcal SItuatIOn For me, as a representatIve ofa local government, It makes no
dIfference whether It IS the central government or marzpetaran who mterferes With
our authontIes, SInce marzpets are bodIes of State admImstratIOn The task of State
admImstratIOn IS to reform the vertIcal centrallzed admllllstratIve structures and
concentrate those m the regIOns When trymg to solve a problem, we do not go to
10-15 branch mImstnes but to one marzpet because the marzpet IS responSIble for
the ImplementatIOn of terntonal polIcy m a partIcular marz

Based on all the factors mentIOned here, I want to clanfy a very Important concept
Local government IS an mdependent part of the admlmstratIve cham that operates
accordmg to the ConstItutIOn and laws A commumty head of a local self
government body, and as representatIve of the State m the commumty, can operate
only WithIn the delegated authontles If the State, WithIn the lImIts ofdelegated
authontIes, aSSIgns certam actIVItIes and proVIdes funds for these actIVItIes, com
mumtIes act as representatIves of the State In other cases, local governments act as
mdependent parts of the adm1ll1strative cham

Marzpets are not parts of the power cham They do not have self-government
funCtIOns, they are a part of the government cham, they are a part of the terntonal
admllllstratIve cham and not self-government

We have much to dISCUSS on the financIal Issues Mr Hambartsoumian presented
changes m the finanCIal sphere and the need to have a Law on the Budget System
adopted much earlIer I agree It was necessary to adopt the Law on the Budget
System earller It would have regulated not only the State budget but also communIty
budgets
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The government has a senous problem WIth traImng specIallsts for local government
adnumstratIOn I want to thank leMA and other orgarnzatIOns, as well as the man
agement of the School of Public AdnumstratlOn, for trammg specIalists who will be
able to prepare good commumty budgets

The taxes to be collected m commumtIes, such as the land tax and property tax, are
almost not collectable As a member of the NatlOnal Assembly I am famillar WIth tlus
mformatIOn, and I know that dunng a two-year penod the total rate ofproperty tax
collectIOn has been 33 percent One State agency collects taxes, and another State
agency pays SubSIdIes, and we stIll want the commumtles to Inlplement theIr
authontles by 100 percent ThIS IS ImpossIble Everythmg IS balanced m the State
ThIs IS the SItuatIon m commumtles I apprecIate the progressIve tendencIes we
noticed here to transfer revenues defined m our budgets to commumtIes and gIve the
commumtles the authonty and the functIOns to collect revenues It IS correct that
levymg taxes or other tax operatIons IS a State functIOn, but we are a part of the
admimstrative cham, are we not? I want to repeat there are many Issues to dISCUSS
We can speak endlessly on these Issues It IS a painful subject and there are many
problems There are also many solutIOns, and I am very glad we had these dISCUS
SIOns here They are cntical to help the newly-created system
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31 October 1998

g·OO -10:15
Central and Eastern European and Western Experience

Moderator Edward Ordlan, Deputy Director of the School of Public
AdministratIOn

Michael Shea, leMA Washington
I have worked for the last five years pnmanly m Ukrame and RUSSIa I have worked
WIth local governments and natIOnal governments and also WIth water authontles m
those two countnes I have worked at the natIonal level m the Umted States and also
at the local government level, Implementmg a housmg allowance program

ICMA currently has programs m SlovakIa We Just fimshed a program m Hungary It
focused on local government support and mcluded finanCIal management and
governance traImng oflocal offiCIals We also Just completed a program m Bosma It
focused on workIng WIth local governments on settmg up finanCIal management
systems We started a new program m Kazakstan thIs summer that IS focused on
procurement and financIal management aSSIstance to CItIes In Kyrgyzstan we set up
a condomImum program SImIlar to the program created m Annema

Philip Rosenberg, ICMA Fmance Consultant
My career has bounced between local and central government work I worked for the
Umted States Department of Housmg and Urban Development Then I became a CIty
dIrector m Cambndge, Massachusetts What IS mterestmg IS that when I was your
eqUIvalent ofa mImstry offiCIal I had one level of thmkIng about local governments
and the capabIlIty of local government offiCials Then I became a local offiCial I
kIddmgly SaId to myself that I met the enemy and It IS me From that expenence, my
VIew of local government capaCIty and capabIlIty IS dependent upon your
perspectIve

When I was a mlillstry OffiCIal, I thought local government could not survIVe WIthout
me When I was a local government offiCIal I wondered why these federal offiCials
were always gettmg mvolved m my mumcIpal affaIrs ThIs IS the essence of debate In
every place I worked It IS a matter ofperspectIve

Over the past several years I have been fortunate enough to work In a number of
countnes RomanIa, Hungary, Poland, and the Czech RepublIc as well as Armema I
also spent a number ofyears workIng for a U S aSSOCiatIOn, the Government FInance
Officers ASSOCiatIOn, whIch IS an aSSOCIatIOn of some 12,000 murucipal finance offi-

56



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

CIals Through that expenence I learned that 12,000 VOIces speak a lot more
powerfully as a urnt than 12,000 separate VOIces

Wilham Schlansker, leMA Resident Advisor
I WIll tell you a lIttle bIt of my background By my educatIon and traInIng I am a CIty
manager I have worked dIrectly WIth two large CItIes In my state ofTexas and as a
consultant In CIty management WIth a number of other CItIes I have always had a
great Interest In the real estate bUSIness and real estate development For the last 20
years I have had my own company that bUIlds offices, houses, and retaIl centers

In 1991, lIke most Amencans, I was watchIng Bons YeltsIn standIng on top of a tank
and waVIng hIs fist I deCIded I wanted to know more about thIs SOVIet Umon, thIs
RUSSIa that nobody knew anythIng about I was determIned to go to RUSSIa It was
not easy for an Amencan to go to RUSSIa In 1991-1992 It was very dIfficult But I
was so determIned that I finally succeeded and I lIved for four years In the CIty of
Volgograd, where I worked as an economIC development consultant for the local
admimstratIOn

Over a year ago, ICMA chose me to be reSIdent adVIsor In Armema They were
lookIng for someone who was a CIty manager, who was a real estate expert, and who
had lIved In the former SOVIet Umon And belIeve me even In a country lIke
Amenca, there are not very many people who have done all these thIngs I have
learned a lot more In my last year m Armema than I probably was able to teach
anyone else It has been a great expenence for me

QuestIon
The major pnnclple of the European Charter ofLocal Self-Government IS that
authontIes should be supported by funds ThIs IS why In Armema, takmg mto
conSIderatIOn our economIC SItuatIon and the finanCIal SItuatIOn of the State,
authontles were claSSIfied Into three groups mandatory, delegated, and voluntary
authontles We try to apply the abovementIOned pnnclple to mandatory authontIes
only My questIOn IS does European or your own expenence tell you that the funds
should correspond to at least mandatory authontIes? ThIs IS the first questIOn In
other words, to what extent do the taxes defined legIslatIvely by the State correspond
to the cost ofmandatory authontles?

The second questIOn currently In Armema, accordIng to the legIslatIOn and declSlon
of the NatIOnal Assembly, we have delegated certaIn servIces to commurntles Water
supply and trash collectlOn enterpnses are delegated to commurntles The questIOn IS,
If these two servIces can be prOVIded locally, should energy supply enterpnses also
be delegated to commurntIes? The same questIOn applIes for gas supply and heatIng
enterpnses

The last questlOn IS on the follOWIng we have approved a law on finanCIal equalIza
tIOn by the first readIng, and the second readIng IS very Important to us As a member
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of the NatIOnal Assembly I find that It IS very Important to solve the problem of
fundmg mandatory authontles, and, m thIs case, amounts allocated by the pnnciple
ofequalIzatIon should go to the capItal part of the budget By thIs we would enable
all commumtIes to develop proportIonately ThIs means commumties that are finan
CIally worse off Will receIve amounts m theIr capItal budgets for capItal constructIOn
ThIs Will raIse theIr level of development Does thIs correspond to the European
expenence and worldWIde expenence? What IS your OpInIOn on where amounts
allocated by the pnnclple of equahzatIOn should go?

Answer Mr Rosenberg
Let me work backward I Will first answer the questIOn on fmanclal equalIzatIOn It
seems to me that one of the purposes of finanCIal equalIzatIon IS to transfer money
from the state to commumtIes m a faIr and predIctable way, to let local governments
know how much they are gomg to receIve and when I thInk It IS essentIal to good
budget practIce I thInk one of the frustratIOns m our program, from what I hear from
mumcipalItIes, IS that they do not really know the amount and tlmmg of the funds
they receIve from the central government The thIrd component of an equalIzatIOn
law IS that wealthIer Junsdlctlons help pay for the cost of servIces m poorer Juns
dIctIons That IS ImplICIt m the word equalIzatIOn My expenence IS that equalIZatIOn
laws generally relate to the transfer ofmoney from the central government to the
local government for the support ofgeneral muruclpal government operatIons Where
there are transfers of funds to mumcipalIties for capItal asset Improvements, those
tend to be speCIal purpose grants We prOVIde money to mumcipalIties on some
competItIve baSIS, perhaps on some cntena of need, and It IS up to the commumty to
use that money WIthm thIs broad sphere m the manner that IS most appropnate When
I worked for the U S federal government I was actually In charge of gIvmg water
grants to commumtles In New England We would have a competItIon among Juns
dIctIons for that money, and of course we never had enough money to meet the need
But we had developed selectIOn cntena on whIch we would base our declSlons

Your second questIOn was on transfer of servIces to local governments SometImes I
thInk of the transfer as the "shIft of the shaft," shIftIng an unfaIr burden to COmmU
rntIes You know a lot better than I the condItIon of the Infrastructure of many of
these faCIlItIes To be brought up to standards, they reqUIre an unbelIevable amount
of money It IS far beyond the capaCIty ofany muruclpallty here to raIse suffiCIent
revenue to attempt to fix these assets that have been In dISrepaIr for so many years

I thInk there IS a debate here why should the mumcipalIties be responSIble for
repaIrIng what people neglected for so many years? One has to balance that With the
local deSIre to have self-determInatIon, to be responSIble for the delIvery of qualIty
servIces to CItIzens I underscore qualIty

One of the problems here IS the collectIOn of payments from CItIzens for the servIces
InterestIngly, there are a number of World Bank studIes that suggest that If the
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qUalIty of servIces was excellent, cItizens, even poorer cItIzens, would be wIlling to
pay

Another facet of the answer to thIs questIOn IS that the Law on Local Self
Government created 932 Junsdictions But It dId not classIfy those JunsdIct!ons m the
sense of responsIbIlIty So a vIllage of 80 has many of the same responsIbIlItIes as a
Yerevan neIghborhood And It IS hard for a VIllage of 80 to have the financIal
capacIty to provIde certam types ofservIces I thmk servIces such water, gas, and
eleCtriCIty are very expensIve The only way to solve some ofthe mhented problems
IS to start thinkIng about regIOnal approaches to the delIvery ofcertam servIces I
know there IS an mterestmg debate on this at the NatIOnal Assembly And there are
some very good examples of regIonal approaches to the delIvery ofpartIcular
servIces, for example In the Czech RepublIc

Now to your first questIOn on mandatory servIces In Uruted States expenence,
probably the best analogy IS the relatIon between the CItIes and our state govern
ments Ifa State government Imposes new reqUIrements for the proVISIOn of servIces
on local governments, most states reqUIre a "fiscal note" The state, for legIslatIve
purposes, must report what the servIce Will cost to the local government so that Its
full Impact can be seen and IS transparent to everyone In the Uruted States, the states
Will pay the cost If they are mandatIng new servIces for murucipalities to prOVIde
That IS not necessanly the expenence In the countries that I worked In, where local
offiCIals struggle to prOVIde for the servIces they are beIng reqUIred to gIve to theIr
CItizens

Question
I Will speak on behalfof the heads ofall finance departments of Yerevan neIghbor
hood commurutIes I would lIke to ask InternatIOnal experts to clanfy one Issue on
practIcal finanCIal mecharusms I would lIke then to speak on the treasury system,
and, If they have studIed our system, I would ask them to evaluate It and to evaluate
ItS effectiveness Our opiruon IS that this system does not accomplIsh the functIOns It
was Intended for, and, m certam cases, IS a senous obstacle for tImely allocatIOn of
funds For mstance, we have documented that certaIn amounts (sometimes tens or
hundreds ofmIllIon drams) are accrued In treasury accounts for months, and at the
same time the 15 percent of the Income tax IS not transferred to commuruties for
many months Please comment on the effectiveness of this mecharusm, If pOSSIble

Answer Mr Rosenberg
Although I understand the theory, I guess If I were a local offiCIal, I would not lIke
the practIce myself It IS effiCIent to have a central collectIOn of all revenues But as a
local offiCIal I would lIke to control my own destIny, and I am uncomfortable WIth
the fact that someone else IS collectIng my money The expenence I had In Romarua
was that the Treasury staffwere more mterested In collectmg amounts due to the
central government than the amount that was ultimately gOIng to be passed to local
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governments So when the tax collectors went out lookmg for delmquencies they
were lookmg for those who owed money to the central government It was a source
of great frustratIOn to the mumcipal finance officers who had money due but had no
authonty to collect It Those ofus who were on a study tour to Romama last year
may recall bemg told that they have rethought the Treasury system and are returrung
collection authonty to mumcipalIties

Another facet of thIs IS that those drams are sIttmg III a bank somewhere, and I hope
they are bemg mvested and are earrung mterest That IS the mumcipalIties' money,
and they should receIve any mterest It IS earrung In the Urnted States, we have a
number oftralrnng programs for mumcipal finance officers on what we call cash
management the abIlIty to mvest a mumcipalIty'S funds m an mstrument that Will
earn mterest for the commurnty until the preCIse moment the funds are requITed to
pay a bIll or meet payroll U 8 mayors are very proud to say they have mvested
money m mterest-beanng mstruments and show how much they are earrnng for
CItizens But getting back to the gentleman's ongmal questIOn about how these
mecharncs work m Annema, we have not been mvolved m that aspect of the
Treasury system here

Question
I want to make a clanfication the Treasury does not collect funds, It only receIves
bank transfers based on our claIms, whIch we could do much faster, I trnnk On
behalf of the conference partICIpants, please record that the local finance officers
beheve It IS tIme to ehmmate the Treasury system

Answer Mr Schlansker
I would lIke to go back to the three questIOns posed by 80S GlIlliSrnan I happen to
beheve that the management ofa local government IS a combmatlon ofphIlosophy,
theory, and reality We have a very strong prnlosophy m our asSOCIatIOn that govern
ment servIces should be proVided at the lowest practIcal level The natIOnal defense
should be proVided by a national army But certaInly the question of utIhtles such as
water, gas, and electrICIty can be solved at a lower level

Next comes theory We have the theory that the person who IS recelvmg complamts
from the CitIzens should have the power to solve the problem Now we have the
realIty that the complamts are received by the mayors, not mimsters, and the mayors
have no power to solve the problems I would suggest, and I have already had a
number ofconversations With the World Bank on the matter, that one of the solutIOns
IS to allow commumtIes more control over utIlItIes But thIs must go With theIr power
to borrow money to restore the system The uttlities have the power to make money
If they are properly managed at the mumcipal level or the regIOnal level There are
mternatIOnal lenders who, under the nght CIrcumstances, Will proVIde the capital I
very humbly suggest that there be legislative consideratIOn to develop programs, or
alter legIslatIOn, for the cities to be able to borrow money for certam good purposes
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We have m our audIence today a number ofcondomimum presIdents, and I thInk thIS
IS a very good example of solvmg problems at the lowest possIble level The CItizens
ofArmema receIved theIr housmg, but there was no system of contmumg the mam
tenance ofhousmg The mayors mhented the problem We have representatIves of
ten condomimum assocIatIOns here who have proved that m thIs partIcular case the
problem can be solved at the lowest possIble level

Question
What IS the U S practIce for removmg commUnIty heads or any elected officIals?

Answer Mr Rosenberg
You have to be removed for a cause, corruptIOn, that kmd of thIng It IS not an
arbItrary removal It IS very hard m the U S to make generalIties We have 60-70
thousand UnItS ofgovernment m the Umted States, each WIth ItS own rules and each
under the laws of ItS respectIve state So I can only answer your questIOn on a very
general baSIS If there IS proof of corruptIon then the person IS removed from office

Many of our CItIes are managed by a CIty manager ThIs IS an appomted offiCIal that
the councIl hIres who manages the CIty m a professIOnal way ICMA IS the
aSSOCIatIOn that represents CIty managers You have an elected councIl or perhaps an
elected mayor, but under the laws ofthatJUflsdictlon, the manager IS responsIble for
the day-to-day achmmstratIOn of the CIty In those SItuatIOns, the manager can be
removed from office by the vote of SImple maJonty of the councIl

ICMA has a code ofethIcs that It wants all ItS managers to adhere to, and hopefully
they adhere to that code ofethIcs My own aSSOCIation of fInance officers has a code
of ethIcs that we would lIke our finance officers to hve under as well When It comes
to elected offiCIals, elected by the people, there has to be a very compellIng reason to
remove that IndIVIdual from office because the WIll of the people was to vote that
person Into office
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10:30 -12:00
International Technical Assistance Perspective

Moderator WIlham Schlansker, leMA ResIdent AdvIsor

Debra Mosel, USAID
USAID has been actIve 10 Armema for a number of years now Our programs first
started With our humamtanan portfoho, and shortly after that, our energy aSSIstance
programs In the last two to three years, we have been gradually transitlOmng our
programs as Armema has transitIOned mto more economIC reforms and democracy 10

govemance-onented programs We have many programs that many ofyou may be
famIlIar With

Our programs mclude the ICMA program I beheve many ofyou are famIhar With
the Save the Cmldren commumty development program, and the EurasIa FoundatIOn,
wmch Mr AyvaZlan Will speak more about Other programs we have are more at the
macroeconomIC level These relate to and have an Impact on the work you do on a
dally basIS These programs mclude some ofour comprehensIve market reform
programs and tax, fiscal, and land reform programs

You have also probably seen some of our programs through some ofour asSIstance
gIven to small and medIum-sIzed enterpnses These programs mclude credIt
programs One IS Implemented through the EuraSIa FoundatIOn There IS another
program begmmng through the Shore Bank adVISOry servIces We also have techmcal
aSSIstance programs, wmch have helped small busmesses 10 many commumtIes
throughout Armema These mclude programs such as IESC and ACDI VOCA IJust
want to mentIOn one program we are startmg very soon In the first week of
December we Will have a team here that Will conduct a USAID study on where local
government stands at tills pomt 10 Armema TIns Will mvolve ICMA as well as other
orgamzatIOns that I have mentIOned We Will mvolve as many ofyou as possIble I
am lookmg forward to hearmg your comments The goal of tills program IS to help us
to determme what USAID can do to further asSISt local government development and
local government asSIstance

Babken BabaJan,an, World Bank
I would hke to bnefly descnbe those World Bank programs that support the Gov
ernment ofArmema 10 the development of commumtIes and that are mtended for
techmcal asSIstance to commumties I would lIke to emphaSIze the general pnnciple
ofthe World Bank's operatIOn Loans are gIven to the Government of Armema, and
the Government usually Implements the programs It IS Important to underscore that
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all programs supported by the World Bank are be10g Implemented by the Govern
ment of Armema

One of our major and oldest programs, whIch I am sure everyone here knows of, IS
the Armeman SocIal Investment Fund Program It was ImtIated 10 1995 wIth a total
budget of 20 mIllIon dollars and has two major objectIves first, reconstructIOn and
renovatIOn of SOCIal 10frastructure 10 Armema schools, polIchmcs, medIcal centers,
roads, water pIpes Our second dIrectIon IS the support and enhancement ofcom
mumtIes To date about 120 mIcroprograms have been Implemented WithIn the
program and the number ofbeneficIanes IS about 300,000 people We hope that by
the end of thIs year the program WIll be completed, and the number of beneficIanes
Will mcrease to 400,000 to 500,000

Let me speak about the mecharnsms of the program The mam Idea IS that commum
tIes IdentIfy the prOjects that they fmd most Important for therr development After
that they prepare an apphcatIOn, and the Fund consIders whether the project wIll be
funded The malO pnnciple IS that the commumty IS responsIble for ImplementatIOn
of the project from the very begmmng to the end, which means the communIty IS the
master of the project

Another pnncipal reqUIrement IS the 10vestment made by the communIty Itself
Commumties should mvest about 10 percent of the total project cost eIther 10 funds,
human resources or, say, 10 constructIOn matenals We belIeve thIs Idea of 10 percent
10vestment IS very Important smce thIs makes commumtIes develop and submIt
projects that are cntIcal for them, and they wIll take It over 10 the future

A questIOn anses here as to how the commumties Will follow up on the projects 10
the future and how the sustamabilIty of the project can be guaranteed I would hke to
state two major prOVISIons here, two forms ofsustamabIhty The first IS sustamabIhty
on the commumty level, Ie, the commumty creates a core, a structure that wIll be
able to take care of the remaImng Issues, to apply to donors, to orgarnze local actIVI
tIes ThIs IS the core around which the commumty Will be UnIted ThIs IS the malO
objectIve ofour program, 1 e , to ensure contmUlty of commumties

The second Issue IS sustamabIhty of the program ItSelf, 1 e, to make sure that projects
Will not stop and Will be momtored by the commumtIes ThIs wIll reqUIre finanCIal
mvestments and COmmItment on the part ofcommumties ThIs IS mostly a mentahty
Issue, and we hope to see changes 10 due tIme In 1997, surveys were conducted to
momtor the Impacts of the Fund's actIVItIes on the commumties The findmgs were
more than satIsfactory The most sIgmficantly Impacted were the commumties
mvolved 10 the second, thIrd, and fourth stages of the project ThIs means that at thIs
stage, the mentahty ofcommumties has achieved a level at whIch they are able to
mdependently take care of theIr own problems

Ofcourse, there are problems The problems are related to those Issues I mentIOned
change 10 mentahty, capabIlIty ofcommumties to take care of theIr own problems
and not to WaIt for the State to do something
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That IS all for the first Social Investment Fund As I already mentlOned, this program
Will be fimshed by the end of tms year This was a very successful program, and I
would hke to tell you that It was one of the most successful programs of the World
Bank m Eastern European and Central ASIan countnes WIth the help ofour consul
tants, It IS bemg rephcated mother countnes, m GeorgIa, MoldavIa, TajIkistan, and
Albama m partIcular Our speclahsts help to support actIvItIes m these countnes The
program was mcluded m the hst often most successful projects to be reported to the
World Bank's presIdent We would hke to contmue the program

A credIt for the second SOCIal Investment Fund IS bemg negotIated We would lIke to
mamtam the traditlOns of the first loan and also apply a new prmclple ofmore closely
mvolvmg the central and local governments m the program It IS Important that the
program support local governments to prepare trmmng workshops and teach skIlls
that are Important for local self-governments

There are two other programs supported by the World Bank that meet the same cn
tena as the projects presented by commumtIes One IS an educatIonal program that
has just started As you know, Anneman schools Will be decentralIzed startmg next
year The objectIve IS to help the schools become self-adnumstered, so that a speCIal
core, or structure, IS establIshed to solve the problems ofschools locally and also to
mvolve the parents and other commumty members The program Will proVIde up to
$10,000 m grants to schools based on the projects presented The schools are
requrred to submIt projects that Will descnbe ways to Improve therr operatlOn and
effiCIency

The other program IS the health program Commumties submIt apphcatlOns to
Improve and renovate medIcal centers and polIchmcs The pnmary objectIve oftlus
program IS Improvement of the health care system and estabhshment of the mstI
tutlOn of a famIly phySICIan This successful program has already started Ten
microprojects have already receIved grants, and we Will be glad to receIve more
apphcatlOns from other reglOns of the Repubhc As I saId, the last two programs have
just started, and those who are mterested m these programs and theIr mechamsms
should apply to the program ImplementatlOn offices located m the correspondmg
mImstrles, the Mimstry of Health Care and the MImstry ofEducatlOn

Laurence Ayvazlan, EuraSia Foundation
I want to congratulate you all and espeCially ICMA for tms excellently orgamzed
conference It IS very Important for me to share my thoughts With you If this reform
process IS to have any meamng for our people, It IS a fact that people's trust must be
mcreased If people are Isolated from the reforms, we have not done our work
properly smce reforms are for people

Local governments have taken the major responsIbIhty ofmcreasmg trust For this to
happen, people must have access to InformatIon, see the transparency of all pro-
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cesses, and express theIr OpinIOnS SO that they are reflected In the decIsIOns made
ThIs IS sImple and this IS the foundatIOn of democracy

The strategy of the EurasIa Foundation IS to support the elected local governments
Our very modest Investment In trus sphere IS the seven grants we have gIven to local
governments to establIsh effectIve and efficIent InformatIOn systems I Will bnefly
descnbe these grants Charentsavan mumcipalIty was the first to receIve a modest
grant to create a computenzed informatIOn system In Vanadzor, an orgamzatIOn
called "Intellectual" has developed a computer program to make budget development
more effectIve The Garm VIllage counCIl receIved a small grant to create a new
system that wIll help mayors of seven VIllages to establIsh a umfied InformatIOn
system Malatla-Sebastla NeIghborhood In Yerevan receIved a grant to create a
computenzed mformatIOn network By saymg "create a computenzed network" I do
not mean startmg up a department but purchasmg new eqUIpment, maybe m small
quantItIes, staff support, establIshmg electromc mall and so on Ashtarak MumCI
pallty also receIved a grant for an InformatIOn and forecastmg system The Center
NeIghborhood of Yerevan receIved a grant for an InformatIOn center Fmally,
Abovlan receIved a grant for an InformatIOn center All these grants were to some
extent model programs The Eurasia FoundatIon has deCIded to suspend financmg of
SImIlar projects untIl we evaluate the models Have they succeeded? WInch are more
applIcable? WInch are more deSIrable?

The EurasIa FoundatIon IS funded by the Umted States Agency for InternatIOnal
Development, and Its funds are relatively modest A good strategy IS reqUIred to use
these funds Wisely, otherWIse, the funds Will be msuffiCIent for Armema Therefore,
we should have a new strategy to better use these funds

In our 1999 strategy, transparency IS one of the pnontles To ensure transparency, we
Will fund new model projects If there IS no transparency, people WIll be frustrated or
d1sappomted There Will be no InformatIOn, people Will not partICIpate m declSlon
making, and people Will feel that democracy has no meanmg for them We all know
thIs Therefore, transparency IS a top pnonty Secondly, citizens have to be able to
express oplmons, partiCipate, lIsten, and sometimes disagree With proposed budgets
or declSlons

Those of us born In the West perceive thIs as a natural reality, but I am sure for most
Armemans even to be present at a budget diSCUSSIOn IS a revolutIOn Let us make tills
a normal and regular practice For those who want to serve people, thIs IS a top
pnonty Issue So let us work together to mcrease citizen trust You Will feel the
satisfactIOn of servmg people, and you Will see people Involved m all aspects of
publIc activity

Didier de la Mettrle, TACIS
TACIS means TechnIcal ASSIstance for CIS countnes Its budget IS between 12 and
15 mIllIon dollars per year We trunk thIs a modest budget, but It IS more Important
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how we target the assIstance TACIS has several sectors of actIvIty, several types of
programs We have a natlOnal program, we have lots of small faCIlItIes and we have a
reglOnal program By reglOnal we mean projects bemg Implemented WIth other
Caucas countnes and some fonner SOVIet countnes

My colleague Paul TIbbs and myselfare adVIsors to the Annernan Urnt We are
workmg With an Annernan team located m the Mlrnstry of Fmance and Economy
Our office IS next to the ICMA office, and you are welcome to VISIt us Our boss IS
an Anneman, Mr MouradIan Our executIve dIrector IS Mr Damehan We have three
other Anneman colleagues The task oftms team IS to IdentIfy projects through a
subtle demand-dnven and dialogue approach and to follow up on ongomg projects
Our purpose dunng the follow-up IS to estabhsh a synergy among projects already
ended, current proJects, new projects, and projects ofother donors

Let me bnefly speak about ongomg projects We have a project for mmeral resources
development that Identifies mvestments for thIs sector We have an accountmg
school With one hundred students We are provldmg pohcy adVIce m small and
medIUm-sIzed enterpnse development and also polIcy adVIce to the Mlrnstry of
Fmance and Economy We strongly supported the effort ofsettmg up the Ago
cultural Cooperative Bank ofAnnerna It has already proVIded loans up to 7-8
mdhon dram to your farmers WIth a return payment of 100 percent I would hke to
emphaSIze that this IS one ofour successes The success of thIs bank IS based on the
commurnty spmt

We are workmg With traImng mstitutlOns and umversitIes through the TEMPUS
project We are partIcipatmg m the decentrahzatlOn of the SOCIal secunty system,
enforcmg the pohcy already fostered by the World Bank and your government We
are creatmg an mformatlOn network hnkmg 12 umversitIes We are helpmg the
Mlmstry ofHealth to define reform and decentralIze ItS actIVIties All these actIVItIes
are mime With the World Bank programs We also have an Energy Strategy Urnt,
which helps your country to defme energy pohcy

We are not here to proVIde mvestment Our role IS, together With you and the authon
tIes of your country, to promote reform, enforce the reform, sometimes create a new
mstltutlOn such as the Agncultural Cooperative Bank of Annerna, and proVIde
traIrnng

Let me firnsh by mtroducmg a new program for the commg year We Will set up a
trammg school for Judges We Will partICIpate m bUlldmg capaCIty m the cIvd servIce
area We have a program to asSISt m defirnng and Implementmg reform pohcles We
have a project to aSSIst the new, recently pnvatlzed, compames We Will contmue the
Energy Strategy Center, and, ofcourse, we WIll contmue our efforts m reglOnal
TRASECA and INOGATE programs

Let me firnsh my remarks by descnbmg a project you may be mterested m We are m
discusslOn With representatIves of the Lory Marz to have a permanent team workmg
m the marz together WIth marz staff to enforce, develop, and Improve the legal
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framework oflocal government Hopefully thIS project wIll start In March or Apnl
We WIll work very closely WIth the marz, leMA, and the School of PublIc AdmIn
IstratIOn The project WIll last at least a year and a half

Question
I dIrect my questIOn to Mr Babken BabaJanIan SInce 1997 qUIte a number of
projects have been InItiated m cooperatIOn WIth the SOCIal Investment Fund on
ImproVIng dnnkmg water pIpe lInes At the begmmng of 1998, I receIved a letter
saymg that due to the lack of fundIng, the project had been suspended and would be
restarted when fundIng IS resumed I want to know the reason The VIllage has a 38
kIlometer border WIth AzerbaIjan ThIs may be the reason along wIth finanCial
conSIderatIOns I was told that the project WIll be suspended for a year at least

Answer Mr Baba)aman
FITst ofall, I would lIke to say that the proxumty of the VIllage to the border had
nothIng to do WIth fundmg of the project The foundatIOn establIshes annual quotas
for marzes to proVIde for proportIOnal spendIng Most probably, your marz had
already exhausted ItS annual lImIts For thIs reason the orgaruzatIon was unable to
contmue the fundIng of the project

But, as I told you, the second project IS under preparatIon, and we hope It WIll be
completed and approved by the end of the year The purpose of thIs second project IS
to go on WIth all the mcomplete projects of the prevIOUS years

There are no polItIcal reasons ThIs IS a commonplace problem lack of fundmg

Question
I dIrect my questIOn to Mr Laurence AyvazIan, DIrector of the EuraSia FoundatIon
We have also submItted a program for establIshIng an InformatIOn system, estab
lIshIng a database, and desIgmng software on budgetmg, revenue forecastmg and
expendIture estImates

After presentatIOn of a SImIlar program by AbovIan, you made a deCISIOn to stop
prOVISIon ofgrants to commurntles You saId that the orgaruzatIOn IS developmg a
new strategy for assessment of projects and awardIng ofgrants

In terms of tImIng, WIll you ever grant funds for ImplementatIon of such programs?

Answer Mr Ayvazlan
When I SaId that we have temporanly suspended the grant program, I dId not mean
that the EuraSIa FoundatIOn had stopped the program for good After your applIca
tIOn, we receIved another 9-10 applIcatIOns from dIfferent JUTIsdictIOns, and we have
to make the faIrest pOSSIble declSlon Maybe we WIll have to organIze a tender
Another solutIOn IS to negotIate WIth other donors to raIse more funds We SImply do
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not want to Initiate larger scope projects Our fiscal year starts on October I After
that, our office m Washmgton approves the strategy of the orgamzatIOn You can be
sure that we Will mform you as soon as the declSlon IS made

QuestIon
I want to address my questIOn to Mr Babken BabaJaman A few years ago a com
mumty presented a program to the SOCIal Investment Fund The program passed the
first phase, after whIch the Fund's office requIred a contnbutIOn on behalf of the
communIty The commumty made the contnbutIOn and funded the expendItures
related to the engmeenng desIgn, whIch IS rather costly, espeCIally talang mto
conSIderatIOn the lImtted finanCIal resources ofcommumties

Later, It appeared that the project was not approved through the final phase, and all
those expendItures were made m vam, smce It IS extremely uncertam whether any
orgamzatIOn Will fund the project m the next ten years

Do you thInk that m such cases your orgamzatIOn has to thInk about relmbursmg the
losses ofcommumtIes?

Answer Mr Baba)aman
I am not aware of thIs partIcular SItuatIOn, and I do not thInk I can phYSICally afford
to follow up on all the projects, smce we have a large office that deals With grant
applIcatIOns and all the relevant techmcalissues In case such problems anse, you
have to solve them With the project officer

Question
I dIrect my questIOn to Mr Laurence AyvazIan, DIrector of the EuraSia FoundatIOn
At present, leMA IS undertakmg substantIal efforts for the development of the local
self-government system m Armema These actIVItIes mclude orgamzatIOn of traImng,
publIcatIons, and dIstnbutIOn ofmethodologIcal mstructIOns and guIdes What plans
does the EurasIa FoundatIon have to fund the publIcatIOn oftraImng matenals and
methodologIcal mstructIOns, whIch are so badly needed m our country?

Answer Mr Ayvazlan
Our new strategy mcludes traImng programs, mcludmg the local self-government
sector In general, I thInk It IS qUIte pOSSIble that the EuraSia FoundatIOn WIll support
such programs

Question
I dIrect my questIOn to Mr Laurence Ayvazian We all appreCiated your speech, and
my questIon, most probably, IS already Irrelevant Do you thInk SOCIal surveys of
publIc opimon are m any way helpful for the development of local self-government
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polley, and how do you support such programs? In your speech you covered thts
Issue to some extent

Last December we submItted a SOCIal survey program to the EurasIa FoundatIon The
project was rejected on the basIs ofbemg potentIally profit-generatmg, although I do
not agree With this JustIficatIOn I thmk any program can be mterpreted as profit
generaTIng Our project was obVIOusly nonprofit, and we JustIfied that m an explana
tory note I hope that after becommg acquamted With the program many Junsdictions
Will Jom us m our efforts, as It IS very Important and urgent Moreover, you men
tioned m your speech how much we need publICIty and transparency

We are ready to produce the document m EnglIsh and RUSSIan at this very moment
If other orgaruzatIOns are mterested m our program, we Will readIly cooperate

Answer Mr Ayvaz/an
To tell the truth, I dId not understand your questIOn Ifyou mtended to tell me that
you dIsagree WIth the deCISIon to declIne your applIcatIOn, that IS understandable If
you want us to reVIew your program, we Will be glad to meet With you and dISCUSS
the Issue once agam

Question
FIrst of all I would like to thank the EurasIa FoundatIon for a grant of$ I5,000 that
enabled us to create an mformatIOn system m the mumcipalIty The CItizens already
expenence ItS pOSItIve Impact m the mumcipalIty's everyday actIVIties

I would SImply lIke to state that though we dId not encounter any dIfficultIes m
receIvmg the grant, we had problems m usmg It Here, I have to once agam mentIOn
the defiCIencIes of the treasury system, smce the terms for spendmg the grant funds
sometImes conflict With the budget legIslatIOn and create addItIOnal obstacles I
suggest that all the donor orgaruzatIOns thInk about thIs problem Maybe, m
cooperatIOn With the government, It would be pOSSIble to work out a procedure
allOWing for separate account for grants, mstead ofmlxmg them With the budget
accounts
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1:15 -4:00
Issues and Future Challenges In Fiscal and Budget Practices
Facing Villages, Cities and Yerevan Neighborhoods, and
Marzes

Moderator Khachatur Bez/f}/an, Director of the School of Public
AdministratIOn

Tlus program was devoted to provIdmg a forum for pubhc officIals to meet wIth
colleagues to dIscuss Issues ofcommon concern~ needs~ and pnontIes for future
actIvIty

The followmg three dISCUSSIon groups were orgamzed (1) murncipal representatIves
from cItIes and Yerevan neIghborhood commurntIes~ (2) representatIves ofVIllage
commurntIes, and (3) marz representatIves Each group's dIscuSSIOn was led by two
facIhtators

Presented below are the pnonty recommendatIOns ofeach group

PriOrity Order of Recommendations by the Cities and Yerevan
Neighborhoods Workmg Session

Key () = number of votes

1 Introduce changes m the Law on Local Self-Government to expand commumty
responsIbIhties and authonty partIcularly m the followmg areas

~ MaIntenance of publIc order mcluded as mandatory responSIbIlIty

~ EducatIOn (publIc schools)~ health care~ SOCIal welfare, and SOCIal servIces
mcluded m delegated responsIbIhties (50)

2 Remove commumty accounts from the Treasury (37)

3 Ellffilnate restnctIOns on commurnty staffs and salanes (31)

4 No llffilts on cash WIthdrawals from the Treasury (19)

5 ModerruzatIOn of the budget system Enhancement of the mternatIOnal
expenence and standards through traImng programs, legal protectIOn of
profeSSIOnalIsm (18)
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6 Clanfy responsIbIlItIes between local governments and tax structures In tax

collectIOn and the establIshment of local tax structures (18)

7 Improvement of the Land Code, specIfically In the sphere of land use
ClanficatIOn of the land allocatIOn system (16)

8 DefirutIOn of commuruty and Tax Inspectorate responsIbIlIties for levymg taxes
(land and property taxes) (15)

9 TImely and proportIOnal allocatIOn of State transfers and shared revenues, and
ensure the legal status of such transfers (9)

10 Tax arrears should not be mcluded In estImated revenues (9)

11 Improvement of the Treasury system, defirung responsIbIlItIes and authonty by
law (5)

12 Fmanclal mvestments (loans, grants) should be transferred dIrectly to the
commurutIes and not through the marzes (5)

13 Introduce changes In the Law on Local Duties and Fees to the extent that rates
should not be predefined (4)

14 RegIster the value of the purchase and sale of property With the notary office
(0)

PriOrity Order of Recommendations by the Village Commumtles
Workmg Session

Key () = number of votes

1 There IS no sanctIOn system (fines, penaltIes) for those who do not pay taxes
(15)

2 State dutIes (notary, CIvIl acts regIstratIOn) should be conSIdered VIllage
revenues, makmg It pOSSIble for VIllages to collect revenues from these
transactIOns (13)

3 ConsolIdatIOn of the land tax and the property tax mto one urufied tax (12)

4 State patronage of the VIllage commurutIes located near the border (11)

5 Refusal by the VIllagers (farmers) to pay a land tax as land profitabIhty IS low,
often resultmg m a practIce of farmers gIvmg up land, a practIce not legally
fixed (framed) In the law (9)
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6 Increase the staff of the vIllage mayor III larger commumties (8)

7 Wlule developmg the new land code, reVIew the concepts of Imgated and
nommgated land, as there IS a specIfic fee set for the water (6)

8 There IS not enough focus by tax structures on the collectIOn of commumty
budget revenues (5)

9 The land cadaster should be reVIsed With the collaboratIOn ofvIllage
commumtles (4)

10 State patronage ofvIllage commumties (3)

11 RevIew the eXIstmg zomng m Annema (1)

12 OrganIze traIling for vIllage finance officers (0)

13 ElImmate the Mimstry ofFmance and Economy reqUIrement to mclude all the
tax arrears m the budget revenues (0)

14 Develop the land balance m collaboratIOn With VIllage commumties (0)

15 Enable the VIllage mayor and the councIl to exercise land tax exemptIOn power
WithIn specIfic lImIts (0)

16 Expand the commumty revenue base by applymg a revenue shanng optIOn (0)

PriOrity Order of Recommendations by the Marzes Workmg Session

Key () =number of votes

1 EstablIsh standards for the electIOn of the commumty head to be put In force
dunng the upcommg electIOns (11)

2 AbIlIty of the marzpet to remove the commumty head from hIs office for the
follOWing reasons

~ For not submIttmg the three-year plan for SOCIOeconomic development (15)

~ In cases ofdeViatIOns from the legislatIOn of the RepublIc ofAnnema (10)

~ FaIlure to mamtaIn a mimmum level of complIance WIth mandatory and
delegated authonty (9)

~ Inadequate finanCIal reportmg (3)

.-,.,
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3 ClanficatIOn of the authonty hmIts of the marzpets In the followmg areas

~ AllocatIng SubsIdIes to communItIes on the basIs of the equahzatIOn formula
(the regIOnal assIstance fund) (19)

~ ControllIng the commumty budgets (8)

~ RejectIng the resolutIOns passed by the commumty heads (7)

~ Estabhshmg regIOnal funds (6)

4 DecentrahzatIOn of power to commumtles III the followmg areas

~ MumCIpal pohce (12)

~ Health care, educatIOn, trade, and servIces (10)
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4:00 - 5:00
Building Our Local Government Associations

Moderator Gngor Voskerchlan, Mayor ofAbovlan

Grlgor Voskerchlan, President of the Commumty Umon of Armema
ASSOCIatIOns eXIst everywhere m the world Our aSSOCIatIOn, the Commuruty Umon
of Armema, IS the first attempt to urute efforts at the local government level m
Armema

On September 26 the foundmg congress of our Dmon was held, at wruch 52 mostly
urban commurutIes expressed theIr WIsh to Jom A board of 16 members and the
preSIdent of the Umon were elected Now I WIll present to you the ObjectIves of the
Umon

I wIll address some general Issues What IS happemng m the local self-government
system? I wIll say straIghtforwardly that smce the adoptIOn of the Law on Local Self
Government the system has been movmg backward I presented my understandmg of
trus negatIve development at the NatIonal Assembly Indeed, the Law on Local Self
Government IS gradually turrung mto an ordmary declaratIOn It IS not respected by
dIfferent levels ofgovernment bodIes There are cases ofopen dIsregard for the Law

The argument IS not SImply between the marz executives and communIties It has
deeper roots, and It IS ObVIOUS that the representatives ofcentral authont1es would
prefer to solve the problem by SImply rebmldmg the pyramId ThIS concept ofhavmg
a solld, vertIcal, central executIve system matenal1zed m the recommendatIOns of
group dIscussIOns of marz representatIves

If we try to further clanfy the SItuatIOn, we WIll see that It IS not the Law that IS bad,
It IS rather the mappropnate approach on the part of the central government toward
the Law on Local Self-Government that makes It defiCIent It IS ObVIOUS that when
there IS no good WIll on behalfof the natIOnal pollcy makers to Implement the Law, It
WIll not be respected Tills IS the most cnt1cal problem Naturally there are a few
flaws m the Law, but they are not that Important

The Commumty Umon of Armema IS convmced that local self-government IS the
source ofwell-bemg ofour country, a mechanIsm for advancement The enhance
ment of local self-government WIll uneqmvocally SIgnal VICtOry for democracy In our
country Now, unfortunately, we are WItnesses to the OppOSIte trends, 1e , there IS a
threat of restormg the pyramId of State executIve admmistratIOn

I thmk the confrontatIOn IS accounted for by the mIsmterpretatIOn of local self
government prmcipies by the marz executIves and the upper tiers of the central
government As long as the marz executIves perceIve themselves to be a rugher
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authonty and supervISIng body, and act correspondIngly, no pOSItIve results WIll be
reached

We can, of course, forget local self-government and return to our former centralIzed
system In thIS case, we change the prIncIples and approaches, revoke the Law,
amend the ConstItutIon, etc It IS a possIble solutIOn to the problem The current
SItuatIOn IS ImpOSSIble when the reqUIrements of the ConstItutIOn and the Law are not
accepted by those who have to Implement them We have numerous examples where
marzpets have Issued decrees conflIctmg WIth the Law I urge all the mayors to
mform the Commumty Uruon of all cases where a marzpet abuses hIs powers by
assigrung Illegal operatIons to local governments The Law clearly stIpulates all the
cases (such as natural dIsasters, epIdemICS, etc) when the marzpet can asSIgn an
actIVIty to the mayor In all other cases, m conformIty WIth the Law on the Local
Self-Government, the local authontles are autonomous publIc admmIstratIOn bodIes
and not subordmates of the central government The Law IS very clear m thIs respect,
and there IS absolutely no room for contradIctIon

Another mIsunderstandmg occurs at gathenngs lIke thIs when the marz structures are
usually represented as local authontles ThIS IS a mlSlnterpretatIOn of the ConstItu
tIon, smce the marz structures are SImply representatIves of the central government
and are responSIble solely for venfymg the legItImacy of local government deCISIons
and actIVItIes mstead of actmg as a hIgher authonty

The Commumty Uruon of Armerua WIll struggle to protect the pnncipies of local
self-government I do not want to expand upon the charter of our Uruon I WIll SImply
tell you who can become a member of our Uruon Every elected local offiCIal, 1 e ,
every mayor and local counCIl member, IS elIgIble for actIve membershIp For mdI
viduais not elIgIble for actIve membershIp a speCIal deCISIOn of the ExecutIve Board
of the Uruon IS necessary to become a member

One of our objectIves IS to get rural communItIes Involved m our Uruon If the rural
commumtIes choose to establIsh a separate aSSOCIatIOn, they WIll not be as strong as
when umted WIth CItIes It IS ObVIOUS that the bIg CItIes WIll have the power to protect
not only theIr own mterests, but also the mterests of small rural commumtIes For thIs
reason, I mVIte all the rural commumtIes to become more actIVely mvolved m our
actIVItIes

Another ObjectIve for our Uruon IS to organIze actIve lobbymg at the NatIOnal
Assembly and at the government to prevent Illegal actIons agamst commumtIes The
mam goal of the Uruon, as stated at the Foundmg Congress, IS the enforcement of the
pnncIples of local self-government, smce these pnncIples are more extenSIve than the
proVISIOns of the Law

The opiruon of the Uruon, as well as my personal opmIOn, IS that we should raise the
problem of Illegal actIOns and address the Issue at dIfferent levels We have the
capaCIty to do It, and we hope that the local authontIes WIll help our country to
advance and strengthen
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Vahan Movslsslan, Advisor to the Ashtarak Mayor, President of the
Commumty Fmance Officers Association

NGOs are needed to help people protect theIr common mterests

The two years' expenence ofArmeruan cornmurutles has proved that the develop
ment of the local self-government system IS ImpOSSIble, If It IS not supported
financially Fundmg IS one of the most cntIcal problems cornmurutles are facmg
ThIS IS an area where mere enthusiasm IS not enough ProfeSSIOnalIsm and
knowledge are reqUIred along With expenence and hard work

Often local finance officers encounter problems that they are not able to solve
mdependently, for mstance, the problems that occur m theIr relatIOns WIth the marz
finance departments, WIth the audIt departments of the Treasury, and With the
MlnIstry of Fmance and Economy It IS sometimes very dIfficult for the commurutIes
to protect theIr statutory nghts m theIr relatIOns WIth these agenCIes

The need to Jom an aSSOCiatIOn becomes urgent m thIS respect The work carned out
by ICMA m 17 commurutles proved that the communIties are ready to Jom and
consolIdate theIr efforts to protect theIr nghts and common pnnclples Those com
murutIes formed an mitIatIve group, whIch developed the charter and the actIOn plan
of the Commuruty Fmance Officers ASSOCIatIOn

The MiruStry of JustIce has already authonzed the establIshment of the ASSOCiatIOn,
and m a few days we expect to receIve the offiCIal certIficate of regIstratIOn of the
Commuruty Fmance Officers ASSOCiatIOn

Those who are mterested m local finance Will be ehglble for membersillp m our
ASSOCIatIOn, even If not presently employed by a finance office of a muruclpahty
Former employees of finance departments and mdlvlduals engaged m research
commItted to furthenng the purposes of the ASSOCiatIOn are elIgIble for membershIp

The most Important ObjectIve of the ASSOCiatIOn IS to mtroduce advanced expenences
and practIces to our communIties As we know, small commuruties encounter prob
lems m theIr budgetmg practices, espeCially willIe developmg theIr budgets There
are many problems cornmon to all COmmUnItIes The ASSOCIatIOn WIll help these
communIties to ]omtly solve them One of the ObjectIves of the ASSOCiatIOn IS to
orgarnze trammg courses and consult local finance officers dunng audIts The Asso
CIatIOn can proVIde mformatIOn of a consultative nature to any communIty, as well as
help communItIes develop local budgets based on progreSSIve Western expenences

The prospects ofour orgarnzatIOn WIll be enhanced through the statutory actiVIties of
ItS members The ASSOCiatIOn WIll support ItS members m legal matters and protect
theIr mterests m court

In the InItIal stage, no finanCIal mvestments WIll be necessary smce the organIzatIOn
IS Just startmg Its actiVIties MembershIp does not Imply any finanCial contnbutlOn at
the begmnmg
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We have our applIcatlOn forms avaIlable, and those ofyou who wIsh can get those
forms and complete them We WIll collect the applIcatlOns, and contact each ofthe
applIcants In the near future, we wIll summon the foundmg congress of our
AssociatlOn At that tIme we WIll elect a chaIrperson, an executIve board and an audit
commIttee Once agam, I mVIte all those who want to Jom the AssociatlOn to fill m
the applIcatlOn form
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DEVELOPMENTS GUIDING LOCAL GOVERNMENT
FISCAL &BUDGET PRACTICES

Meetmg the Challenges
AGENDA

RegIstration and DIstrIbutIon of Conference MaterIals

Welcommg Remark
Plnhp Rosenberg, ICMA Fmance Consultant

Opemng Remarks
Michael Shea, ICMA Waslnngton
Dianne TSltSOS, USAID MISSIOn DIrector
David Zadoyan, Mlruster of Temtonal AdmirustratlOn

Keynote Address
Khosrov HaroutlUruan, Chairman of the NatIOnal Assembly

Break

Progress to Date Under the Law on Local Self-Government Two
Perspectives
Sos GimIslnan, NatIOnal Assembly Member
Mkrtlch Mmasslan, Mayor or Nor Nork Neighborhood Commumty
Moderator-Vache Tertenan, Chief of Staff of the Mlruster of Temtonal
AdmirustratlOn

Lunch

Approaches to LIVmg Under the Law by Two Commumtles
Vahan MOvsIsslan, AdVisor to the Ashtarak Mayor
Vahram ShahbazIan, Head of Program Department ofAchapruak
Neighborhood Commumty
Moderator-Inna Varnan, Institute of Architecture and ConstructIOn, ICMA
Expert

Break

Techmcal ASSIstance Efforts
Armen Khoudaverdlan, Deputy MinIster of Temtonal AdmirustratlOn
Khachatur BeZU]Ian, Duector of the School ofPubhc AdmirustratlOn
Moderator-Khachatur BeZlfJlan

115 - 230

230 - 330

330 - 345

345 - 445

11 30 -11 45

11 45 - 1 15

1005 - 10 30

900 -10 00

10 00 -1005

1030 - 11 30
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445 - 600

600 - 800

Intergovernmental Perspective Three Aspects Presented
Kamo Areyan, Deputy Mayor of Yerevan
DaVid Hambartsunuan, Head of Budget Department of the Mmlstry of Fmance
and Economy
Vartan AyvazIan, Mayor of Charentsavan
Moderator-DavId ToumanIan, School ofPubhc AdmInIstratIOn, lCMA Expert

ReceptIOn
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DEVELOPMENTS GUIDING LOCAL GOVERNMENT
FISCAL & BUDGET PRACTICES

Meetmg the Challenges

AGENDA

31 October 1998
8 30 RegistratIOn

900 -10 15 Central and Eastern European and Western Experience
MIchael Shea, ICMA Washmgton
WIlham Schlansker, ICMA ReSIdent AdVisor
Pillhp Rosenberg, ICMA Fmance Consultant
Moderator-Edward OrdIan, Deputy Dlfector of the School ofPubhc
AdnullistratIOn

10'15 - 10 30 Break

1030 -12 00 InternatIOnal Techmcal Assistance PerspectIVe
Debra Mosel, USAID
WIlham Schlansker, ICMA ResIdent AdVISor
DIdIer de la Mettne, TACIS
Babken BabaJanIan, World Bank
Laurence AyvazIan, EurasIa FoundatIOn
Moderator-WIlham Schlansker

12 00 - 1 15 Lunch

1 15 - 400 Issues and Future Challenges m Fiscal and Budget Practices Facmg
Villages, Cities and Yerevan Neighborhoods, and Manes

1 15 - 2 45 SessIOn 1 Villages
SessIOn 2 CIties and Yerevan Neighborhoods
Session 3 Manes

2 45 - 3 00 Break

3 00 - 4 00 Group Reports to the General SessIOn
Khachatur BeZIfJIan
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4 00 - 5 00 Bmldmg Our Local Government ASSOCIatIOns
Gngor Voskercluan, Mayor ofAbovIan, PresIdent of the CommunIty Umon of
the RepublIc of Armema
Vahan MOvsIssIan, AdvIsor to the Ashtarak Mayor, PresIdent of the
Commumty Fmance Officers AssocIatIOn
Moderator-Gngor Voskerchlan
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I ATTACHMENT B

I LIST OF ATTENDEES

I 1 Abrahamian Annen Fmance Officer, Ararat

2 Abrahamian Hamlk Deputy Mayor, Artlk

I 3 Abrahamian Lyova Village Mayor, Saroukhan

4 Abrahamian Razmlk Mayor, Yeghvart

I 5 Aghayan Gngor Fmance Officer, Nor Ha]n

6 Aghekmn Albert Head of Fmance Department, Gegharkoulllk Marz

I 7 Alaverdlan Razmlk Head of Fmance Department, Yerevan

8 Alexanlan Ashot Mayor, Sevan

I 9 AImTjalllan Anoush Fmance Officer, Toumalllan

10 Amlrkhaman Samvel Fmance Officer, Gavar

I
11 AmlTkhaman VIhk Fmance Officer, Massls

12 AmyanKaren Staffof Mmlstry ofTerntonal Admmlstratlon

I
13 Anhan Steven The Urban Institute

14 Antonyan Yuha Umted Nations

15 Arakehan Artashes Research Institute ofCity Management Systems

I 16 Arakelian DaVid Neighborhood Deputy Mayor, Center

17 Arakehan Vardges Head of Program Department, Ereboulll

I 18 AreyanKamo Deputy Mayor, Yerevan

19 Armen Hambartsoumlan Fmance Officer, Martoum

I 20 Armenaktan Armenak Neighborhood Mayor, Nork-Marash

21 Armenaklan Martoun Chief Accountant, Parakar

I 22 Arzoumalllan Gaglk ICMA Expert

23 Aslanian Hakop VIllage Mayor, Ltchashen

I 24 Asnan Noune Head of Budget Department, LOTI Marz

25 Avaklan DaVid European UnIOn / TACIS

I 26 Avakian Gevork Budget Department of the Mlmstry of Fmance and Economy

27 Avetlssian Avetlk VIllage Mayor, Gandzak

I 28 AvetlsSIan Avetls Head of Program Department, Echmladzm

29 Avetlsslan GagIk Neighborhood Deputy Mayor, Kanaker-Zeitoun

I B-1
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I
I 30 AvetlsSlan Gevork Mayor, Nor HaJn

31 AyahaMary BARENTS Group

I 32 Ayvazlan Edlk Mayor, Tashlr

33 Ayvazlan Laurens Eurasia FoundatIOn

I 34 Ayvaztan Mehk Village Mayor, Odzoun

35 Ayvazlan Vartan Mayor, Charentsavan

I 36 BabaJaman Babken World Bank

37 Babayan Arthur Head of Program Department, Ararat Marz

I 38 Baghdassanan Aida Head of Budget Department, Kotayk Marz

39 Baghdassanan Haroutmn Mayor, Meghn

I 40 Baghdassanan Stepan Deputy Mayor, Kapan

41 Bakhshlan Yun Deputy Chairman of the National Assembly ofROA

I 42 Baklachtan Roudlk Deputy Mayor, Hrazdan

43 Baklachtan Valen Head of Program Department, Kotayk Marz

I 44 Barseghlan Shahko Head of Fmance Department, Aragatsotn Marz

45 BezlrJlan Khachatur Director of the School ofPubhc AdmmlstratlOn

I
46 Bishanan Gaglk Deputy Mayor, Echmtadzm

47 Bolger Dan Internews

I
48 BostanJlan Vartan Head of Economic AnalysIs Department

49 Boudoyan Deremk Mayor, Vardems

50 Chshmantlan Rudolf Fmance Officer, Hrazdan

I 51 Danlehan Pashlk Fmance Officer, Ltchashen

52 Davoyan Samson Director of the Institute of Management and Economic Reforms

I (IMEC)

53 Davtlan Ashot Deputy Mayor, DIllJan

I 54 De la Mettne Didier European UnIon / TACIS

55 Doudoyan Noune Director ofNGO Center

I 56 Gabnehan Robert Chairman of the Yerevan Neighborhood CouncIl UnIon

57 Galstlan Samvel Neighborhood Deputy Mayor, Davltashen

I
58 Gaspanan Ashot Yerevan Neighborhood Council UnIon

59 Gaspanan Gaglk Mayor, Ararat

I
60 Gaspanan Manouk Head of Fmance Department, Nork-Marash

61 Gevorktan Haroutmn Deputy Mayor, Yeghvart
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I 62 Gevorkian Karen Mayor, Ashtarak

I
63 GevorkIan Nver Fmance Officer, Ashtarak

64 Gevorklan Robert VIllage Mayor, Amtap

I
65 Gevorkian Rouben NeIghborhood Mayor, Davitashen

66 Gevorkian Siranoush ChIef SpecIalIst ofFmance Department, Yerevan

67 GevorkIan Vartan DIrector of "Zarkerak" SocIOlogIcal Research Institute

I 68 Ghaitaghchlan Albert Deputy Marzpet, Tavoush

69 Gharabaghtslan FelIx Mayor, Gavar

I 70 Ghazanan Edgar Staffof Mmlstry of Terntonal AdmImstratIOn

71 Ghazanan Hovanes VIllage Mayor, Aragats

I 72 Ghazarlan Pavel AdvIsor to the Mayor ofNor Nork NeIghborhood

73 GhazarIan SeryoJa VIllage Mayor, Vartemk

I 74 Ghochlklan Vahe Head of Program Department, SpItak

75 Ghoukasslan Artyusha Head of Program Department, Gegharkoumk Marz

I 76 Ghoukasslan Karlen Village Mayor, Nalbandian

77 Ghoulanan Armen Mayor, IdJevan

I 78 GllavIan Lena Fmance Officer, Gyumn

79 GImlShIan Sos Member ofNatIonal Assembly

I
80 GIOrdano Ellen Save the ChIldren

81 Glzslanan Arthur Fmance Department, Yerevan

I
82 Gngonan Astghlk ASSistant to the PreSident of the ROA

83 Gngonan Gourgen Mayor, TalIn

I
84 Gngonan RazmIk NeIghborhood Deputy Mayor, Nor Nork

85 Gngonan SebIk VIllage Mayor, Algevan

86 Gngonan Stepan Head of Fmance Department, AchapOlak

I 87 Gngonan VladImIr VIllage Mayor, Artem

88 GyozalIan GagIk AdVIsor to the Aragatsotn Marzpet

I 89 Halrapetlan RazmIk Head of Fmance Department, Vayots Dzor Marz

90 HalrapetIan RoubIk Mayor, Aparan

I 91 HakopIan Andramk VIllage Mayor, Noratouz

92 Hakoplan Arsen Head of Budget Department, Arabklr

I 93 Hakoplan Hakop Vlllage Mayor, Dalank

94 HakopIan Noralr Head of Local Government Department, SlUOIk Marz
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I 95 Hambanan Armen Lon Marzpetaran

I
96 HambartsoumIan Arthur Deputy Head of Fmance Department, Yerevan

97 Hambartsoumlan David Head of Budget Department of the Mlmstry of Fmance and
Economy

I 98 Hambartsoumlan Robert Village Mayor, Mrgashat

99 Hambartsoumlan Valter Head of Fmance Department, Lon Marz

I 100 HamblIn Tarry BARENTS Group

101 Haroutmman Andramk Mayor, Vanadzor

I 102 Haroutmman Ashot Fmance Officer, Yeghegnadzor

103 Haroutmman Khosrov Chairman of the NatIOnal Assembly ofROA

I 104 Haroutmman Marat VI1lage Mayor, Voskepar

lOS Haroyan Roudlk School of Pubhe AdmlmstratlOn, ICMA Expert

I
106 Hovaklmlan Garnlk Mayor, SlssIan

107 HovaklmIan Souren Head of Fmance Department, Ereboum

I
108 Hovaklmlan Vardges Mayor, Artashat

109 HovamssIan Gmlnara School of PublIc AdmlmstratlOn

110 HovanlssIan Teloush Fmance Officer, Yeghvart

I III HovamssIan Teloush Fmance Officer, Yeghvart

112 HovamssIan Vahan Chairman of the CommiSSIOn on Local AdmlmstratlOn Issues

I under the PreSident

113 Hovsepian lora Mayor, KaJaran

I 114 IsaJaman Ashot VIllage Mayor, MkhehIan

115 Israehan lemma Accountant, Talln

I 116 KaramIan Robert Head of Fmance Department, Nor Nork

117 KarapetIan Anahlt Head of Fmance Department, Center Neighborhood

I
118 Karapetlan Hralr Marzpet, Aragatsotn

119 KarapetIan ParOUlr Neighborhood Mayor, Achapmak

I
120 Karapetlan Vasak Deputy Head of Fmance Department, Vayots Dzor Marz

121 Keshishian Michael US Agency for InternatIOnal Development (USAID),
Washmgton D C

I 122 Khachatnan Artash Fmance Officer, Talm

123 Khachatnan Artashes Deputy Mayor, Tsaghkadzor

I 124 Khachatnan Artsroun Neighborhood Deputy Mayor, Achapmak

125 Khachatnan Gourgen Fmance Officer, Vardems
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I
I 126 Khachatnan Gnsha Head of Program Department, Charentsavan

127 Khachatnan Sassoun Fmance Officer, Echmladzm

I 128 Khachatnan Youra Head of Fmance Department, Kotayk Marz

129 KharazIan MerouJ Mayor, Metsamor

I 130 Khazanan Edlk Fmance Officer, Sevan

131 Khloyan Sarkis Village Mayor, AnnJ

I 132 KhoudaverdIan Armen Deputy Mmlster of Terntonal Admmlstratlon

133 KhoudaverdIan Vamk Head of Program Department, Vayots Dzor Marz

I 134 Khourshoudlan Adlbek Deputy Mayor, Ararat

135 Khourshoudlan Sergey Fmance Officer, Aparan

I 136 Khnmlan Ararat Neighborhood Mayor, Ereboum

137 Knanan Arshak Deputy Head of Fmance Department, Yerevan

I 138 Kochanan Kochar Mayor, Jambarak

139 Kotaman Mlkayel Director of the Institute of Economic SCiences of the NatIOnal

I
Academy of SCience

140 Lalayan Vakhtang Mayor, Alaverdl

141 Machkahan Arevlk Deputy Mayor, Berd

I 142 Madoyan Kamo Deputy Mayor, Vardems

143 Makanan Gayane Chief Speclaltst of Fmance Department, Ereboum

I 144 Makanan Martm Deputy Mayor, Massls

145 Mamlkoman Hovanes Head ofFmance Department, Shlrak Marz

I 146 Manoukian Hnpslme School ofPubhc AdmmlstratlOn

147 Manoukian Kochar Deputy Marzpet, Kotayk

I 148 Manoukian Moushegh Head of Fmance Department, Tavoush Marz

149 Marganan Telemak Deputy Mayor, Noyembenan

I 150 Markosslan Setran Head of Fmance Department, Davltashen

151 Martlrosslan Anton Deputy Mayor, Tashlr

I 152 Martlrosslan Avet Mayor, Yeghegnadzor

153 MartlrossIan Gourgen VIllage Mayor, HaIamst

I
154 Melkoman Gngor VIllage Mayor, Ararat

155 Melkoman LIltt EuraSia FoundatIOn

I
156 Melkoman Mamlkon Yerevan City Hall

157 Melkoman Victor Mayor, Berd
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I 158 Mhenan Rashid Mayor, Martoum

159 MIkayehan Rafael Head of Program Department, Alaverdl

I 160 Mlkayehan Sassoun Mayor, Hrazdan

161 Mlkayehan Sousanna Fmance Officer, Tsaghkadzor

I 162 Mmasslan Mkrtlch Neighborhood Mayor, Nor Nork

163 Mmasslan Samvel Head of Fmance Department, Ararat Marz

I 164 Mmasslan Zarouhl Fmance Officer, DillJan

165 MIrzoyan Hennk Fmance Officer, Spltak

I 166 MIssakIan Hennk Head of Fmance Department, Nork-Marash

167 Mkrtchlan Arthur Staffof MmIstry of Terntonal AdmmIstratlon

I 168 Mkrtchlan Rouben VIllage Mayor, Argel

169 Mkrtchlan Varazdat NeIghborhood Deputy Mayor, Nork-Marash

I 170 Mnoyan Nonk Mayor, Armavlr

171 Mosel Debra US Agency for InternatIOnal Development (USAID), Yerevan

I 172 MouradIan Artyusha Fmance Officer, Abovlan

173 MouradIan Hovanes Deputy Mayor, Toumaman

I
174 MouradIan Natella Fmance Officer, Tashlr

175 MOvslssIan Movses Head of Fmance Department, Malatya-Sebastya

I
176 MOvslssIan Vahan AdVisor to the Ashtarak Mayor

177 Navoyan Papm Village Mayor, KarmIr Ghmgh

178 Nazaretlan Ishkhan NeIghborhood Deputy Mayor, Shengavlt

I 179 Nazanan DmItn Mayor, Massls

180 NIkohan Konun Fmance Officer, SIsslan

I 181 Noroyan Hovlk Fmance Officer, Armavlr

182 Ohaman Haroutmn NeIghborhood Deputy Mayor, Noubarashen

I 183 Ordlan Edward Deputy DIrector of the School ofPubhc AdmImstratIOn

184 Papoyan Arthur Head of Fmance Department, Avan

I 185 Petrosslan Armen Mayor, Tsaghkadzor

186 Petrosslan Ashot Secretary, Gyumn

I 187 Petrosslan lora Mayor, DIhJan

188 Petrosslan Robert Village Mayor, JrveJ

I 189 PIhposslan Joudex Deputy Mayor, Charentsavan

190 PIhpossIan Margaret NGOCenter

I B-6

I 11



I
I 191 Pmachlan Lala Vlllage Mayor, Yeranos

192 Sahal(Ian Bagrat leMA Expert

I 193 Sahaklan Lyudmila Fmance Officer, Jambarak

194 SargIsslan Emma Fmance Officer, Noyembenan

I 195 SarglssIan HaIk Professor Yerevan Polytechnic Institute

196 SarglSSIan Mnatsakan Deputy Mayor, Gavar

I 197 SargIsslan SargIs Fmance Officer, Vanadzor

198 SargIsslan Serghel Fmance Officer, Artlk

I 199 SargIsslan Tamara Fmance Officer, Metsamor

200 SargIsslan Tamara Fmance Officer, Meghn

I 201 SetrakIan Sousanna Head of Fmance Department, Noubarashen

202 Shahbazlan Vahram Head of Program Department, Achapmak

I 203 SlmomanAra Government RepresentatIve

204 SImoman HaIrapet Deputy Mayor, Sevan

I 205 Simoman Kanne Amencan Embassy

206 Simoman Stepan Deputy Mayor, AbovIan

I
207 SImoman Varos Deputy Mayor, Sissian

208 Smoyan Rouben NeIghborhood Mayor, Kanaker-Zeltoun

I
209 SokhakIan HasmIk Staff of MmIstry of Terntonal AdmImstratIon

210 Souvanan Youn AdvIsor to the IMEC DIrector

211 Stepaman Edlk Deputy Head of Fmance Department, Gegharkoumk Marz

I 212 Stepaman Gayane Deputy Head of Fmance Department, Shengavlt

213 Stepaman Samve1 Marzpet, Kotayk

I 214 Swedberg Jeffrey NatIOnal DemocratIc InstItute for InternatIOnal Affairs (NDI)

215 TamazIan RadIk Fmance Officer, Alaverdl

I 216 TamazIan Souren Mayor, Aghtala

217 Tamoyan Mlhran VIllage Mayor, Cholakar

I 218 Tchartarlan MkrtlCh Head of Program Department, Gyumn

219 Ter-Gngonan Rouben PresIdent of Condommmm ASSOCiatIon

I 220 Tertenan Khachatur Deputy Mayor, Talm

221 Tertenan Vache Chief ofthe Staff ofthe MImster of Terntonal AdmImstratlOn

I 222 Ter-TorOSSlan Andramk Head of Fmance Department, ShengavIt
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I 223 Tevlklan Ashot Head of InfonnatlOn and AnalysIs Department of the NatIOnal

Assembly ofROA

I 224 Tevoman Martm Village Mayor, Aralez

225 Tibbs Paul European Umon / TACIS

I 226 Toumaman DaVid School of PublIc AdmInistratIOn, ICMA Expert

227 Toumaman Khachlk Head of Program Department, Center Neighborhood

I 228 Tovmasslan Ashot Mayor, Valk

229 TSltsos DIanne MIssIOn DIrector, US Agency for InternatIOnal Development

I
(USAID), Yerevan

230 Vaman Irma Institute of Architecture and ConstructIOn, ICMA Expert

231 Vardaman Babken Village Mayor, Hoktember

I 232 Vardanlan Moushegh Head of Program Department, Nor Nork

233 Vardantan Serghel VIllage Mayor, Metsavan

I 234 Vardaman VrUir Village Mayor, Tsovmar

235 Vaslhan Volodya Head of Fmance Department, Arabklr

I 236 Voskerchlan ChnstIna InternatIOnal Executive Service Corps (IESC)

237 Voskerchtan Gngor Mayor, Abovtan

I 238 Yediganan Anoush Academy for EducatIOnal Development (AED)

239 Yediganan VIhk School of Pubhe AdmimstratlOn

I 240 Yeghiazarian Gourgen FInance Officer, Artashat

241 Yengoyan Youra VIllage Mayor, Gougark

I
242 Yeremtan Georgy Deputy Mayor, Aparan

243 Yessayan Bagrat Secretary of the CommiSSIOn on Local AdmInIstratIOn Issues
under the President

I 244 Zadoyan DaVid MInIster ofTerntonal AdmInIstratIon

245 Zakanan Vahan Head of Local AdmInistratIOn Department, Vayots Dzor Marz

I 246 Zahman Garegm Head of Program Department, Lon Marz

247 Zavanan Levon Mayor, Toumanian

I 248 Zourablan Ararat NeIghborhood Mayor, Center

I
I
I B-8

I
t~



I
I
I
I

Avetlan DIana

I Hakoplan Ester

I Haroutmman Halk

I
Karapetlan AnahIt

MartuosSIan TIgran

I Nassoyan Gayane

I
PeshtmalJIan Levon

Poghosslan Elza

I Rosenberg PhIlIp

I Schlansker WIlham

Shea MIchael

I Terk Jacob

I
I
I
I
I
I
I

ATTACHMENT C

ICMA STAFF

PrOject Manager, REACT Center

Project Coordmator, MumcIpal Reform Project

AdImmstratIve ASSIstant and Legal AdVIsor

Project Manager, MumcIpal Reform Project

ASSIstant to Office Manager

REACT Center, Project Coordmator

Project Coordmator, Housmg Reform Project

Office Manager

Fmance Consultant

ResIdent AdVIsor

DIrector of ENI Programs

AdVIsor, Housmg Reform Project
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