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Executive Summary

What is the expertise of the members of municipality councils contributing to the regional
development in Armenia? What has changed after the Velvet revolution? To address these
questions, we explore the variation of multidimensional expertise of the council members of the
municipalities in the 3 largest cities of Armenia, Yerevan, Gyumri and Vanadzor, for the period 2016
- 2020. To explore the impact of the identified council members’ expertise on outcome measures,
we identify municipality level performance indicators in social policies and infrastructure
development. These performance measures are used as outcome variables, while council
members’ expertise is used as factors driving performance measures.

We design a model framework enabling to construct composite indicators for deprivation
from multidimensional expertise by using individual data from council members. We analyze the
multidimensional expertise of council members by applying the methodology and the concept of
multidimensional poverty (Alkire & Foster, 2011). As a part of the study, we derive contribution of
each expertise related indicator to the composite deprivation measures. Based on the elaborated
indicators, we construct a single deprivation score (giving different weights to these indicators) for
each member of the council and assess the aggregate effect of deprivation from expertise to a
performance measure. This method enables to assess the role of each characteristic of the
expertise in the effectiveness of the performance measure.

The second set of the data comes from municipality budgets. We identify key performance
measures on social policies and infrastructure development. We consider both planned and actual
expenditures, and the difference is used as one of the efficiency measures of municipality
performance. We also explore the trend of corresponding expenditure components with the
objective to identify structural breaks in trends. That is, both the trend component and structural
breaks are used to measure the efficiency of the municipality performance.

Finally, we make judgements on the possible relationship between municipality councils’
expertise and municipality performance. With this, we explore to which extent expertise dimensions
(and indicators) are related to distinct performance measures for a municipality.

Main findings:

e Overall, multidimensional expertise among municipality council members is lower in the
post-revolution period. The result is consistent to the choice of the weights, suggesting that
the finding is not sensitive to the way one prioritizes dimensions and/or indicators. Detailed
analysis shows that a level of expertise in the post-revolutionary period stems from the

profiles of the Gyumri’s council members.



From the contribution analysis, we find that international work experience and language
knowledge dimensions contribute to the deprivation of multidimensional expertise the most
in the pre-revolution period (both are 0.27). This means that in the absence of either of
these dimensions or both, the multidimensional expertise is harmed most. For post-
revolution expertise, the first contributing dimension is the work experience in the public
sector, and the second contributor is specialization. That is, newly elected council members
systematically lack in the experience in the public sector. On top of that, they also lack in
professional specialization.

Yerevan’s budget performance, in terms of consolidated social and infrastructure
expenditure items has been rather deteriorating in the post-revaluation period. As most of
our observations for Yerevan come from council members elected on September 23, 2018,
the average profile of a council member in the post-revolution period could have played an
essential role in shaping budget performance outcomes. On the other hand, the average
profile of the Yerevan’s council member seemed to be improved from the multidimensional
deprivation expertise. While we observe multidimensional expertise improvement, we do
not observe budget performance improvement. The strong will to increase social
expenditures in Yerevan can be revealed by large volumes of planned budget expenditures.
Huge gaps between actual and planned expenditures reflect the failure of the Yerevan
municipality to record desired improvement.

The municipality of Vanadzor was successful in sustaining an increasing trend for budget
expenditures on social and infrastructural measurements. On the other hand, Vanadzor’s
council members expertise is on average higher than that of other council members pooled
together. Thus, for Vanadzor, we have relatively high expertise and better performance in
budget expenditures, both planned and implemented. Interestingly performance is
particularly successful in the post-revolutionary period.

Our results for Yerevan and Vanadzor municipality enables to conduct a small
counterfactual analysis. The newly elected council in 2018 in Yerevan as an “intervention”
in the post-revolutionary period, which did not happen in Vanadzor, where the council with
the majority of the pre-revolution ruling coalition continued operating. The setting enables
to as the question “what would happen if the council of Yerevan, elected onMay 13,in 2017,
continued operating after the revolution, through the year 2019?7”. Abstracting from other
relevant factors, such a counterfactual analysis suggests that the Yerevan city council

elected in 2017, could have successfully continued working after revolution.



o Unfortunately, our data does not allow to conduct mapping between expertise level and
budget performance for Gyumri. Multidimensional expertise data comes mainly from council
members elected in 2021, while the time span for budget performance is 2016 - 2020.
Overall, we observe a positive trend in most of the budget expenditure types, but for the
period in which we do not have data on the council members.

e Political power distribution in the council of Gyumri and its budget performance on social
and infrastructural areas is compatible with those of the Vanadzor’s council for the period
2016 - 2020. Based on the inspection of budget performance trends for the period 2016 -
2020 and the political power composition in the three councils, our conclusion is the
following: in the post-revolution period, the councils in Gyumri and Vanadzor, represented
by the majority of political parties and coalitions in power before the revolution, have been
more successful in budget performance (in social and infrastructural areas), than the council

in Yerevan represented by the majority of the current political power.

Recommendations:

Our central recommendation is strengthening power decentralization mechanisms in a regional
dimension. Our analysis shows that central power representation at a municipality level (the case of
Yerevan), suffers in efficiency, when country level power changes through a revolution. Discipline
mechanisms outside a municipality can be more efficient, if the coordination within the agency is
easier to achieve. The municipalities of Gyumri and Vanadzor continued operating as homogeneous
organization with no conflict in different layers of organizational structures. The rules and discipline
mechanisms have been changed for all incumbents, from major and community members to the
junior specialists in any of division. Consequently, there could be no resistance layer within a
municipality, and targeted benchmarks could have been reached more efficiently. It then follows
that incentives designs, even if introduced by politically motivated groups, should minimize the risk
of resistance in any layer of public organization for sake of reaching higher efficiency from the social
perspective.

Also, there is a need to increase the role of professional expertise in regional level public
authorities. Our study indicates the dominance of political factors in shaping performance
outcomes, while it is possible to achieve a desired level of prosperity through professional conduct
of resource utilization under strong premises of local democracy. We observe an insufficient level
of local democracy indirectly, which can be a core reason for professionals not to serve as a council

member. This said, investing in local democracy will make community services in municipalities more
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attractive from the professional perspective. Otherwise, adverse selection of municipality council
members on the ground of political and individual interests will further deprive the professional

capacity of municipality councils.



1. Performance of municipal councils

Over the last three decades, there has been a growing interest in the management aspect of public
sector institutions (see Beckett, 2000; Lapsley, 2009). The New Public Management (NPM)
movement is based on the idea of adapting managerial frameworks and methods from the private
sector and applying them in public sector (Kettl, 1997; Lynn, 1996). The increased interest in the
public administration performance measurement systems globally is targeted to improving
accountability, performance and increasing citizens’ trust (Berman & Wang, 2000; Hoontis & Kim,
2012). A large number of countries have undertaken significant administrative reforms by focusing
on performance measurement of those reforms (Hughes, 2012; Moynihan, 2008). The debate on
the use and effectiveness of performance measurement systems is on-going (Ammons &
Rivenbark, 2008; Berman & Wang, 2000; Pollanen, 2005; Padovani et al., 2010).

Performance indicators can be classified into four major categories, such as input (including
human capital), process, output (products), and outcome indicators (Pollitt, 2006). With the
widespread adoption of the NPM public sector organizations have increasingly shifted their focus
towards using output and outcome indicators (versus the traditional approach of mainly focusing on
input and process indicators).

Assessing how well a local authority functions is a complex task. Governments usually issue
a wide variety of policies that require careful evaluation. However, the complexity of public problems
such as unemployment and education makes the evaluation task very difficult. As a result, in the
literature the evaluation of performance is rather focused on the output than the impact (except
Carmeli, 2006). In our project, we explore the effect of multidimensional expertise (skills,
knowledge, experience) of municipality council members (as a leadership unit in the local
governance) on their administrative district performance.

In our project, we capture the budget allocations and the extent to which the spending is
conditioned by the local authority’s expertise. By doing so, we build on the arguments supporting
the resource-based approach which is being increasingly applied on public institutions. As a part of
the analysis, we inspect the possible structural change in performance measures after the Velvet

revolution in May 2018.

2.  Why expertise matters?
According to the resource-based view theory, top management team has a significant influence on

its strategic direction and, thus, is key in shaping the organization’s strategy (Barney, 2001). The



resource-based emphasizes that expertise is a firm-specific resource and acts as a performance
driver (Teece et al,, 1997). Expertise encompasses experience, skills, and boils down to capabilities
and competencies. Expertise is a potential source of sustainable competitive advantage of an
organization (Amit & Schoemaker, 1993; Barney, 200 1; Peteraf, 1993).

Existing studies have mainly focused on examining the effect of top management team
composition (see Lawrence, 1997), and more recently top management team dynamics or
processes (see Hambrick, 1994, 1998) on organizational outcomes. Yet, there is scant research on
the relationship between the top management’s expertise (or skills) and the organizational
performance enhancement (Michalisin et al., 2004; Carmeli & Tishler, 2006), in particular for the
public sector. Given the complexity of public institutions management and the bureaucratic
approach of political science, little importance is attributed to public officials’ (namely, the leaders
of public administration units) expertise when explaining variation in the performance of public
sector institutions.

Within the public management literature, the role of public officials is increasingly expending
as they become the key figures in translating the overall policy guidance provided by senior officials
and politicians into actual operations of public administration and operational policies (Pollitt &
Bouckaert, 2011). Public sector management in developing countries is deemed to be more
challenging given the poor performance of public bureaucracies and poor incentive environment in
those countries. For this reason, the risk is higher that public officials in developing countries are
under-skilled, poorly educated and poorly motivated to perform their official tasks. Their motivation
may be related to opportunistic behaviors and possibilities to exploit any official privileges that their
positions give them. This claim is supported by evidence showing that public officials' attitude and
the performance of their organizations depend upon the institutional environment in which they find
themselves (Manning, Mukherjee & Gokcekus, 2000). Furthermore, administrative culture of the
country and the dominant values held by the population in general can condition public officials’

actions (Fernandez-Gutiérrez & Van de Walle, 2019).

2. 1. Expertise and performance

While the question of building effective leadership in municipal organizations has been well studies
in the literature of public management (e.g., Cayer et al., 2014; Wheeland, 2000), little effort was
made to empirically examine the role of the top management teams and their expertise in the

localities.



One of the few studies is Carmeli (2006) that explored the effect of top management skills
on the performance of municipal organizations in Israel. The author considered perceived
(education, employment, and culture, recreation and sport services) and objective (collecting
efficiency ratio and surplus (deficit) ratio) performance measures. The study finds that the
managerial skills possessed by the top management team explain variance in organizational
performance. It is claimed that the structural context and managerial skills are important predictors
of municipality performance. Evidence from Israel shows that expertise and managerial capabilities
possessed by the locality’s top management team is associated with improvement of the
educational system (Hecht, 2002), improved fiscal health and a positive impact on various objective
performance measures (Carmeli and Tishler, 2004).

The structural context captured by the size and type of local authority (city, local council or
regional council) can be one of the performance predictors (Carmeli, 2006). For instance, provided
that businesses are typically headquartered in cities/urban areas, municipal councils will perform
better than local and regional councils with respect to employment.

Eliuz et al. (2017) study the predictors of effective performance measurement in the
context of Turkish municipalities by using a context-design-performance model. The authors assess
effects of four factors on the effectiveness of organizational performance: external support
(support of citizens and council members), organizational support (support of mayors, public
managers, and employees), technical capacity of municipality, and quality of performance
measures. The technical capacity is focused on both the human resources capability and the
technological capacity of the organization. Evidence posits that technical capacity is one of the
important predictors of performance (Ammons & Rivenbark, 2008; Berman & Wang, 2000).

Existing studies that examine documents rather than using surveys to gauge the extent to
which performance measures are used in local government consider budget documents (for
instance, Hatry, 1978; Usher & Cornia, 1981). Other performance measurement used in assessing
municipal government performance include the following functional areas: police service, fire
service, emergency medical services, animal control, community planning, code enforcement,
housing, water supply/sewage, solid waste, street maintenance, traffic engineering, library system,

and parks and recreation (Poister & Streib, 1999).

2.2. Dimensions/indicator for multidimensional expertise of council members
Expertise is, in general, the characteristics of experts and acts as an important and fundamental

factor of human resource development (Holton et al., 2001). In the literature, it is argued that the



cultivating an expertise enhances the ability to systematically combine knowledge and information
from diverse and wide-ranging areas, extending beyond knowledge limited to a particular field
(Scardamalia & Bereiter, 1993).

Public management is a complex practice; hence public officials need expertise to address
various complicated policy issues in society. Such expertise ranges from professional and technical
knowledge, prior experience to a set of skills (problem solving, project management). Evidence
shows that all these expertise is equally important for government officials (Ericsson & Lehmann,
1996, Herling, 1998).

Political science literature disentangles several important components of expertise for
government officials. As per Choi & Chang (2009) government officials’ expertise should be
assessed from the viewpoint of a ‘general administrator with expertise’. The authors claim that
public officials’ expertise is conditioned by knowledge of their job-related specialty, formation of
professional knowledge through experience, education and training, job performance, policy
development ability, and understanding of related work. In these lines, among other important
factors which condition public officials’ performance, one can find leadership skills (Olsson, 2009)
and networks. It is argued that the increasing use of networks has strengthened the power of public
officials (Serensen, 2002). Exposure of public officials to business or economics education, working
experience in the private sector, and seniority in the public sector are related to the equity-
efficiency trade-off that officials make in their jobs (Fernandez-Gutiérrez and Van de Walle, 2019).
The private sector experience is claimed to be an important dimension forming the expertise since
the literature shows that public officials’ values have been impacted by private sector management
ideas (Maesschalck, 2004). Van der Wal, de Graaf & Lasthuizen (2008) argue that there are
differences in the values public and private managers find important, yet their empirical work
showed that both groups attach equal importance to efficiency, as a value driving their work.

The extent evidence provides a solid basis for us to robe public officials’ expertise measurements.

3. Municipal communities in Armenia

The public administration in Armenia is based on administrative units (marzes or regions) which are
the deconcentrated executive bodies of the central government. There are ten marzes and
Yerevan. Governors, appointed by the central government, are the heads of regions. Armenia is
structured under a one-tier local government system, made up of municipalities (or municipal

communities), including the city of Yerevan. The Ministry of Territorial Administration of the
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Republic of Armenia undertakes socio-economic programs in the administrative regions and carries
out the development and reforms of local self-government sector.

Municipal self-government can be categorized as urban and rural. The main responsibilities
of the municipal communities are summarized in Table 1. Local self-government responsibilities are
divided into own competences (divided into mandatory and optional ones) and delegated

competences, which may also include some central government functions.

Table 1. Main responsibility sectors and sub-sectors

Areas Municipal level

General public services Administrative services (civil registry, etc.); Public buildings
and facilities

Public order and safety Municipal police; Urban traffic signs

Economic affairs/transports Local road; Park spaces; Local ports; Urban transports;
Pupils transport; Local tourism

Environmental protection Parks & green areas; Waste management; Street cleaning

Housing and community amenities Construction/renovation; Provision of drinking water; public
lighting; Urban and land use planning; Urbanism

Health Primary healthcare (medical centers); Preventive healthcare
(mostly maintenance of hospital and ambulances buildings)

Recreation, culture & religion Sports; Libraries; Local museums

Education Pre-primary education; Maintenance of school buildings;
Primary and secondary education (delegated responsibility
of Yerevan city)

Social protection Social care for children and youth; Support services for
families

The decentralized government system and empowerment of local administrative units have
been part of administrative reforms in the country started from 2016. 54 community enlargement
programs have been implemented since February 14, 2016, forming 54 communities as a result of
the unification of 486 communities.

As of 2015 there were 915 municipal communities and significant challenges in
administering regional development in the country. Because of very small scale, a large number of
municipalities could not raise sufficient revenues, maintain public infrastructure, ensure provision of
basic public services that meet the needs of the population, and support local social and economic
development. The driving force of the large-scale reforms launched by the government is regional
development, efficient public administration and effective allocation of resources. Strengthening

and empowering local governance been a focus of local civil society as well.
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As the consolidation (or enlargement) of municipal communities in Armenia has entered its
last phase, questions arise related to the effectiveness of such reforms and challenges. The pilot
project of municipalities’ consolidation in Armenia started in 2016. The first three enlarged
communities were formed at that time: Dilijan, Tumanyan and Tatev.

The constitutional reforms of 2015 in Armenia were followed by legal reforms in 2016 that
implied the removal of the point on the mandatory local referendums when municipal communities

are be consolidated or segregated from the Republic of Armenia “Law on local referendum”. When

the new government was formed in 2018 several amendments on the “Law on Local Self-
Government” were adopted. This law, similar to the previous one, defined that the individuals who
have the right to take partin the local referendum, the minimum of one third of the council members
and the head of the community can initiate a local referendum. In 2019 amendments included the
clause which defined that when the government comes up with a legal initiative on the municipal
communities consolidation or segregation, the population of the concerned communities can
initiate local referendums. Similar to the clauses of the pre-Constitutional reforms of 2015, those
referendums have a suggestive power. Among other aspects, these amendments also defined that
the head of the local community has the right to refuse running a local referendum, in case when
necessary financial resources are not allocated. By these amendments reinstated the possibility of
running a referendum prior to the community consolidation. While previously the referendum was
mandatory, in the current version of the law it can be run only by the initiation of the citizens of the
given community.

In July 2020, legal amendments on the election process of mayors and municipal councils

implied that elections in towns of more than 4,000 voters shall be held through closed-list
proportional representation. According to the Bill G-567 mayors in the largest cities and towns will
no longer be directly-elected but chosen by city councils, who will also be given the power to remove
them mid-term. The major changes brought forward by the amendments were: (i)the previously
applied bonus seat provision by which a party that receives 40-50 percent of council seats is
awarded additional seats in order to reach a majority was removed; (ii) a 70/30 gender quota for
electoral lists was required (this is the so-called “1 in 3” gender quota which assumes that each set
of three sequential names on a party’s candidate roster must include at least one candidate from
each gender); and (iii)reduced the electoral threshold was reduced from 6 to 4 percent for parties
and from 8 to 6 percent for party blocs. This voting system enables voters to choose only their
preferred party and city council seats are allocated proportionally to the parties based on their vote

share. Mayors are no longer elected directly but selected by the city council.
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https://www.arlis.am/documentview.aspx?docid=137889
https://freedomhouse.org/country/armenia/nations-transit/2021#footnote1_5b0yobn
http://www.parliament.am/drafts.php?sel=showdraft&DraftID=57611&lang=arm&enc=utf8

In September 8, 2021 the government approved the package of draft laws whereby it
suggests to form 37 consolidated municipal communities on the basis of 441 communities. Thus,
after this amendment to the Law on “Administrative-Territorial Division of the Republic of Armenia”
and to the “Law on Local Self-Government” there will be 79 municipal communities, including
Yerevan, Gyumri and five communities inhabited by national minority groups that will not be
consolidated. The map of enlarged communities can be accessed here.

After the Constitutional reforms and initiated administrative reforms the first municipal
elections the country’s second- and third-largest cities, Gyumri and Vanadzor, respectively, hold

electionsin 2016 and Yerevan -in 2018.

Gyumri and Vanadzor elections of 2016: The two municipal elections held in October 2016 in
Gyumri and Vanadzor were the first on after the new 2015 Constitution and updated Electoral
Code, under which the mayor would no longer be directly elected but would instead be chosen by
the city council. The Balasanyan Alliance (named after the former mayor Samvel Balasanyan)
received about 35 percent of the votes, the Prosperous Armenia Party got about 22 percent. Two
other political forces, including the Armenian Renaissance Party and the Alliance of Like-minded
Liberals Party each received 4 percent and thus passed the threshold for being represented in the
municipal council.

In Vanadzor, the municipal elections resulted in the Republic of Armenia Party (headed by
Mamikon Aslanyan’s mayoral candidacy) receiving about 38 percent of votes. The Bright Armenia
Party got 27.5 percent, the Armenian Renaissance Party received about 13 percent. Two other
parties, the Prosperous Armenia and Armenian Revolutionary Federation, each received about 7

and 6 percent respectively.

Yerevan municipal elevations of 2018: The “My Step” Party Alliance got about 81 percent of
votes in the Yerevan municipal elections on September 23, 2018. The second and third ranks are
respectively for the Prosperous Armenia Party (about 7 percent of votes) and the “Luys” Alliance
(near 5 percent of votes). These three parties formed Yerevan’s new Council of Elders (see
Appendix 1. on the powers of the Council of Elders). The mayoral candidate of the “My Step” Party

Alliance, Hayk Marutyan became the new mayor.
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4. The method and the data

4.1. Computation of multidimensional deprivation

The unit of our analysis is the municipality council member in Armenia. Our outcome variable is
based on the multidimensional deprivation from expertise score, and the methodology for
constructing the score is described below. Let X; ; denote the achievement of a council member i
in dimension j foralli = 1,2,..,n,andj = 1,2,...,d. We use a dual cut-off framework by Alkire
and Foster (2011) to identify council members deprived from multidimensional expertise. The
deprivation cut-off (denoted as Z; > 0) is the deprivation line in dimension or indicator j. If the
achievement of a council member i is higher than the cut-off, Xij =2, she or he is not deprived in
dimension/indicator j. Otherwise, the council member i is deprived in this dimension/indicator. If a
council member i is deprived in dimension j, then we denote that the deprivation status value is
gij = 1, otherwise, g;; = 0. The second cut-off is the overall deprivation cut-off k (0 <k < 1),
which is a pre-determined fraction of total number of dimensions or indicators. That is, if we define
deprivation from expertise measure as the council member being deprived in 40% of total number
of indicators, then we assign a value k = 0.4. In this process, there are two steps to identify a

expertise-deprived council members. First, by giving weight w; to each dimension or indicator j such

that ¥.¢_, w; = 1, we obtain the weighted deprivation status value w;g;; and the deprivation score,

a (1)
C; =Z' WJgU
j=1

Second, we compare the deprivation score with poverty cut-off for council member i and identify
the status of (multidimensional) deprivation from expertise. If c¢; = k, council member i is
considered to be deprived (and we will denote c; as c;(k)), otherwise (that is, if ¢c; < k) non-deprived
(in this case ¢; = 0). The censored deprivation score (c;(k)) captures the share of possible
deprivations experienced by member i.

Three indicators are used to measure multidimensional deprivation from expertise: the headcount
ratio (H), the average deprivation gap (4) and the adjusted headcount ratio (M,). Dividing the
number of the deprived council members by the total number of the members, we can obtain the

headcount ratio:

b= 2)
n

where q is the number of deprived members, for whom c; > k. Average deprivation score across

deprived council members is represented by average deprivation gap,
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_Ihiat 3)
q
This deprivation gap index, also called an intensity score, provides relevant information about

A

multidimensional deprivation. Council members experiencing simultaneous deprivations in a higher
fraction of dimensions have a higher intensity score and are more deprived than others with a lower
intensity.

Based on these two measurements, the adjusted headcount ratio (M) can be obtained as:

q Tial) Tl X Xjgyk) (4)
—. = = :

My=HxA=
q n n

Here, g;; (k) is the weighed deprivation status specific to dimension j. The adjusted headcount ratio
is the share of weighted deprivations experienced by deprived members divided by the number of
all members. If council members are deprived in all dimensions simultaneously, that is, the intensity
score is the highest, M, approaches H.

The raw headcount ratio of a particular indicator/dimension is calculated as a per cent of deprived
council members to the total number of members, before the second cut-off is introduced. While,

the censored headcount ratio of dimension/indicator /, H, is defined as the percentage of deprived

members who are deprived inj after the introduction of the dual cut-off:
He = 2i=19ij (k) (5)
1 win
The adjusted headcount ratio M, satisfies the additive decomposability principle (see Alkire and
Foster, 2011), soit can be decomposed by dimensions and subgroups. Using equations (3) with (4),

M, can be written as the weighted sum of the censored headcount ratios:

M, = Z w;HE. (6)
J
The contribution of dimension j is
_wHf (7)
A MO

To decide on the weights for the dimensions and indicators we follow MPI’s normative
weights (see Decancq & Lugo, 2013) and each dimension is given equal weights (0.2), and within a
dimension, indicators are given equal weights (we call it Weight 1). To check the robustness of our
estimated results in the Appendix we present estimates using another weight (Weight 2), where all

indicators are given equal weights.
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4.2. Choice of dimensions/indicators and weight

Expertise is, in general, the characteristics of experts and acts as an important and fundamental

factor of human resource development (Holton et al., 2001). In the literature, it is argued that

cultivating an expertise enhances the ability to systematically combine knowledge and information

from diverse and wide-ranging areas, extending beyond knowledge limited to a particular field
(Scardamalia & Bereiter, 1993).

Based on the literature, our choice of dimensions and indicators are listed in Table 1.

Table 1. Dimensions, indicators, variable descriptions and weight.

Weight
Dimensions Indicators Variable description Deprived [=1] if... | Weight |l
Higher education [=0 if .
Higher education | not; 1= BA; 2=MA; ti';eb';'(?hhjétrdegree
3=PhD] 0.083 0.091
. there is no foreign
] Education Local/foreign degree degree or at least 3
Foreign degree [1=if there is at least (continual) months of
one foreign degree] international
experience 0.083 0.091
Number of languages,
except Armenian and
Russian (e.g., if 1, it the respondent does
2 Language Number of indicates that not know at least one
skills languages respondents knows foreign language
one language in except Russian
addition to Armenian
and Russian 0.167 0.091
major specialization is
Major other than the
. Use standard following areas:
specialization . .
. (numbered) business, economics,
from the highest L . L X
o degree classification public adm_lnlstratlon,
3 Specialization STEM, agriculture and
management. 0.083 0.091
. Use standard there is no minor
Minor (second)
P (numbered) e
specialization classification specialization from
educational degree 0.083 0.091
Number of years
at the current less than 2 years
position Number of years 0.056 | 0.091
Total years of Number of years
Work work experience if outside the range
experience in in the public [3,10]
4 public sector 0.056 | 0.091
sector Number of years,
Managerial working at managerial the there is no at
o positions (definition is least 2
position in the .
) needed for years of managerial
public sector " . T )
managerial position work experience
in the public sector) 0.056 0.091
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Total years of Number of years
9 .W°”‘ EXperience less than 2 year
Work in the private
or sector 0.083 | 0.091
experience
. Number of years,
5 in the : . .
. . working at managerial | the thereis no at
private Managerial o finition i | 5
sector 10 | position in the positions (definition is east .
. needed for years of managerial
private sector " . I .
managerial position work experience
in the private sector) 0.083 0.091
Number of years international work
At least one year experience is
International 11 | work experience less than 1 yearona
work aboard continual
6 experience base 0.167 0.091
5. Data

The first step in data collection for this research is creating and systematizing the portfolios of

municipality council members in the three major cities of Armenia, Yerevan, Gyumri and Vanadzor.

In Table 2, we report summary statistics of the main variables used for constructing

multidimensional expertise measures.

Table 2. Summary statistics for variable characterizing council members’ profiles.

Variable Obs. Mean Std. Dev. Min Max
Yerevan 128 0.469 0.501 0 1
Gyumri 128 0.250 0.435 0 1
Vanadzor 128 0.234 0.425 0 1
Election date (year) 121 2017 4590 1996 2022
Age 116 40.897 10.341 23 70
Gender (female = 1, male = 0) 128 0.297 0.459 0 1
Family status (married) 128 0.656 0.477 0 1
Higher education (bachelor =1) 116 1.802 0.688 0 3
Foreign degree 128 0.055 0.228 0 1
Number of languages 128 0.148 0.378 0 2
Years in current position 115 4.209 3.465 1 23
Years in public sector 115 6.139 5.211 1 27
Years in public sector at managerial level 115 0.339 1.083 0 6
Years in private sector 116 13.241 9.103 0 38
Years in private sector at managerial level 116 5.543 7.273 0 27
Years worked abroad 116 0.198 0.737 0 5
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5.1. Measurements in multidimensional expertise

In this part we analyze multidimensional expertise, grabbing the methodology and the concept from
multidimensional poverty (Alkire and Foster, 201 1; among others).

In Tables 3 and 4, we provide dimensions and indicators which are used to construct
multidimensional expertise indices, proportion of council members who are deprived from
multidimensional expertise (H) for a given cut-off value, adjusted headcount ratio (M0) and average
(deprived) expertise gap (A). We use two types of weights, Weight 1 and Weight 2. In the case of
Weight 1, dimensions are given equal weights (0.2), and within a dimension, in our case only for living
standard, indicators are given equal weights. In the case of Weight 2, indicators are given equal
weights.

The proportion of the council members deprived in expertise decreases because fewer members
are deprived in more indicators; the average intensity of deprivations increases because the
remaining members are deprived in more indicators. Consequently, the adjusted headcount ratio
decreases. We observe that the multidimensional deprivation in expertise is mostly higher for post
revolution council members for all reasonable adjusted headcount ratios, both under Weight | and
Weight Il. The cut-off region (0.4 - 0.7) is most interesting as we observe the values for H in the
range (0,1). For this range of cut-offs, the proportion of council members deprived in expertise is
higher in the post-revolution period. Differences are highly significant. Overall, our conclusion is that
multidimensional expertise among municipality council members is lower in the post-revolution
period. The result is robust to the choice of the weights, suggesting that the finding is not sensitive

to the way one prioritizes dimensions and/or indicators.

Table 3. The multidimensional expertise measurements using Weight (I).

H (proportion of council members A (average intensity of MO (adjusted
K deprived in expertise) deprivation) headcount ratio)

Prior to post Prior to post Prior to post

revolution revolution Difference revolution revolution revolution  revolution  Difference
0.1 1.000 0.989 -0.011 0.546 0.568 0.546 0.562 0.015
0.2 1.000 0.977 -0.023 0.546 0.573 0.546 0.560 0.014
0.3 1.000 0.966 -0.034 0.546 0.577 0.546 0.557 0.011
0.4 0917 0.864 -0.053 0.564 0.601 0517 0.519 0.002
0.5 0.583 0.614 0.030 0.617 0.655 0.360 0.402 0.042
0.6 0.333 0.386 0.053 0.663 0.712 0.221 0.275 0.054
0.7 0.042 0.227 0.186 0.722 0.754 0.030 0.171 0.141
0.8 0.000 0.034 0.034 0.000 0.028 0.028
0.9 0.000 0.000 0.000 0.000 0.000 0.000
1 0.000 0.000 0.000 0.000 0.000 0.000

Table 4. The multidimensional expertise measurements using Weight (ll).
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H (proportion of council members A (average intensity of MO (adjusted

deprived in expertise) deprivation) headcount ratio)
Prior to post Prior to post Prior to post
revolution revolution Difference revolution revolution revolution revolution Difference
0.1 1.000 0.989 -0.011 0.458 0511 0.458 0.505 0.047
0.2 1.000 0.966 -0.034 0.458 0.519 0.458 0.501 0.043
0.3 0917 0.886 -0.030 0.475 0.541 0.436 0.479 0.044
0.4 0.625 0.739 0.114 0.527 0.576 0.330 0.426 0.096
0.5 0.333 0.455 0.121 0.591 0.652 0.197 0.296 0.100
0.6 0.167 0.330 0.163 0.636 0.693 0.106 0.228 0.122
0.7 0.000 0.170 0.170 0.000 0.127 0.127
0.8 0.000 0.034 0.034 0.000 0.028 0.028
0.9 0.000 0.000 0.000 0.000 0.000 0.000
1 0 0 0 0.000 0.000 0

5.2.  Contribution analysis

In the contribution analysis, if the contribution is larger than the weight in one dimension/indicator,
council members are deprived more in that dimension/indicator. In Table 5 (contributions with
Weight 1), when looking at the dimensions, as they have the same weights, direct comparison of
contributions is possible. For all expertise cut-offs, international work experience and language
knowledge dimensions contribute to multidimensional expertise the most in the pre-revolution
period (both are 0.27). This means that in the absence of either of these dimensions or both, the
multidimensional expertise is the most deprived. For post revolution expertise, the first contributing

dimension is the work experience in the public sector, and the second contributor is specialization.

Table 5: Contributions to MO for council members holding positions prior and post revolution
phases (k=0.5), Weight 1.

Prior to Post
Dimensions Weight . revoluti Indicators Weight
revolution on

Prior to Post
revolution revolution

Higher
education 0.083 0.01 0.073
Foreign
degree 0.083 0 0
Language 0.167 3 Number of
skills ) 0.27 0.129 languages 0.167 0.27 0.129
Major
specializatio
4 n from the
highest
degree 0.083 0.116 0.108
Minor

5 specializatio
n 0.083 0.135 0.129
Work Number of

4 | experiencein 0.167 0.122 0.31 6 | years at the

: current
public sector position 0.056 0 0.091

1 | Education 0.167 0.01 0.073

3| Specialization 0.167 0.251 0.237
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Total years

of work

7 experience

in the public
sector 0.056 0.032 0.087

Managerial
position in
the public
sector 0.056 0.09 0.132

Total years
of work
Work 9 experience
experience in the private
51| inthe 0.167 0.077 0.122 sector 0.083 0.019 0.017

private Managerial
sector position in

the private
sector 0.083 0.058 0.105

At least 1
International 0.167 17 | year work
work experience

6 | experience 0.27 0.129 aboard 0.167 0.27 0.129

TOTAL 1 1 1 TOTAL 1 1 1

5.3. Municipality performance analysis

In this section, we conduct municipality budget performance analysis for the three municipalities.
We explore the dynamics of the budget actual expenditures and the percentage deviations of the
actual deviation from the planned values. While the actual values reveal the de-facto expenditures,
useful to assess the volumes of the work done, differences between planned and actual values
indicate the efficiency of the municipality in projecting expenditures, consolidating resources, and
implementing defined projects as per the budget. We explore the evolution of the following
consolidated budget articles: (i) economic relations, (ii) transport, (iii) environmental protection, (iv)
residential construction and services, (v) art, religion and recreation, (vi) education and (vii) social

protection.

5.3.1. Yerevan
In Figure 1, we report implemented budget items for Yerevan. In general, certain data are not

available for a particular municipality. For example, for Yerevan, budget actual expenditure items
are missing for the years 2017 (for 5 budget items out of 7) and 2020 (for all item). Overall, we
observe a mixed trend for budget expenditure over time. Expenditures decrease on the following
the articles: economic relations, transport, and social protection. Residential construction and
services dropped in 2018 compared to 2016, and then increased but not substantially. Education

expenditures increase in 2019 compared to 2018, but the growth is not substantial. The pattern is
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mixed for art, religion and recreation, with a small drop in 2019. Our conclusion is that in 2019 the
municipality of Yerevan failed to increase budget expenditures uniformly. For many consolidated

budget articles, expenditures decreased.

Figure 1. Actual budget expenditures for Yerevan, in 1000 AMD

30,000,000 27,307,781 28087558
25,000,000 .
20,000,000
15,000,000
12,096,944
9,683,464 —

10,000,000 g1 55 L mevee SN

- — 5,512,093
5,000,000 3,208,382 2857125 3,302,101

i 1,789,622 1,439,522
Economic Transport  Environmental  Residental  Art, religion, Education Social
relations recreation protection

2016 02017 =2018 ©2019

Note. Data from 2017 (for some items) and 2020 are missing.

In Figure 2, we plot percentage differences between implemented and planned budget
expenditures for the same articles. In most cases, actual volumes fall shorter from their planned
counterparts. While percentage differences in magnitudes 1-10 would have been explained by
setting real benchmarks for expenditures, differences above 10 percent signals about inefficient
planning, and/or inefficient level of expenditures. The latter might be caused by low level of
collected budget revenues and/or lower level of expenditures compared to collected revenues. In
four consolidated budget items in 2019, we observe particularly high percentage differences in
absolute values. These are economic relations, transport, environmental protection and social
protections. Deviations of implemented expenditures from their planned counterparts for these

items are in the range of 20 - 80 percent.

Figure 2. Percentage differences between the actual and planned expenditures for Yerevan, in
1000 AMD.
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5.3.2. Vanadzor
In Figure 3, we report implemented budget expenditures for Vanadzor. We observe positive trend

in four out of 6 expenditure types. There are some differences, however. While expenditures on
residential construction and services are lower in 2020 compared to those in 2019, the volume in
2019is more than double of that in 2018. In the case of education, exceptionally large expenditures
are observed in 2020, while the volume in 2019 is lower than that in 2018. Finally, social protection
expenditures remained stable in the period 2016 - 2019, while they decreased in 2020 from 73
min to 33 min AMD. From the inspection of the implemented budged figures, our conclusion is that,
overall, the municipality of Vanadzor has been successful in increasing expenditures in the period
2019 -2020. Interestingly, the 2018 figures are mostly lower from their 2017 counterparts,
suggesting that the Velvet revolution year was not that successful in the implementation of the
municipality budget. Whether the downside and post-revolution period patterns are consistent with

the expenditure planning, can be explored through Figure 4.
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Figure 3. Actual budget expenditures for Vanadzor, in 1000 AMD
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Note. The consolidated budget item “Economic relations” is missing in Vanadzor’s municipality budget

structure.

In fact, we have exceptionally large (positive) percentage deviations for 2019 and 2020 for some
of the expenditure items. In the area of transport, the positive percentage deviations between
actual and planed expenditures are 89.1 percent and 112.8 percent in 2019 and 2020,
respectively. Transport expenditures refer to different types of road renovation. Even in 2018, we
could observe quite a large difference between actual and planned transport expenditures, 34.1
percent, while the difference was negative in 2017, -13.7 percent. There is a huge difference
between actual and planned expenditures in residential construction and services in 2019. The
post-revolution year was particularly successful in allocating resources for renovating water system.
Contributions to the differences between actual and planned expenditures of the remaining items
were negligible. We also observe positive differences in the consolidated budget item art, religion
and recreation. Regarding the negative differences between actual and planned expenditures, the
largest difference (in absolute value) is observed for social protection expenditures, -54.9 percent.
In fact, these expenses have been planned to ensure around 2 percent annual growth for social

protection expenditures in 2020, but the actual expenditures have not been processed.
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Figure 4. Percentage differences between the actual and planned expenditures for Vanadzor, in
1000 AMD
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5.3.3. Gyumri
In Figure 5, we report implemented budget expenditures for Gyumri. We observe a positive trend

in six out of seven expenditure types. Somewhat surprisingly, environmental and social protection
expenditures have been decreasing in the pos-revolution period, 2019 - 2020. Education
expenditures increased in 2019 but dropped in 2020 to the level below that in 2018. Even in the
light of decreases in environmental and social protection expenditures, the overall picture suggests
that the municipality of Gyumri was successful in sustaining high and increasing level of consolidated
budget expenditures in the post-revolution period.

From the inspection of percentage deviations between actual and planned expenditures,
we learn that actual expenditures systematically are lower than their planned counterparts. The
only exception is social protection expenditures in 2018, around 30 percent higher actual
expenditures than have been planned. In 2020, implemented expenditures fall short from their
planned volumes, which might be explained by COVID-19 and 44-day Nagorno-Karabakh war.

Municipality specific factors can be highly relevant too.
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Figure 5. Percentage differences between the actual and planned expenditures for Gyumri, in
1000 AMD
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Figure 6. Percentage differences between the actual and planned expenditures for Gyumri, in
1000 AMD
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5.4. Matching multidimensional deprivation and budget performance
In this section, we bring our observations from council members’ (multidimensional) deprivation

from and budget performance. In Table 6, we tabulate council members’ observations by city and
the period of revolution. In fact, the limitation of the data is that we do not have a sufficient number
of observations for a given council before and after May 2018. That is, we cannot have a direct
comparison of the levels of multidimensional deprivation from expertise for any municipality. Still,
we can compare multidimensional deprivation from expertise after the revolution for Yerevan and
Gyumri with the pooled deprivation scores from council members acting until May 2018, in any of
the three municipalities. From the Table 6, we learn that most of the observations from council
members elected before the revolution, come from Vanadzor (84 percent), while Yerevan and
Gyumri cover more than 95 percent observations after the revolution. Still, pooling observations
from the three municipalities to obtain deprivation measures as a comparison base may provide
useful insights. Another interesting exercise can be comparing deprivation measures from
Yerevan’s and Gyumri’ council members elected after the revolution. This makes sense, since the
deprivation parameters (such as dimensions, indicators, weights, and cut-offs) are commonly

applied for council members’ profiles from the three cities.

Table 6. Observations on council members by city and revolution period.

Elected before May 2018 Elected after May 2018 Total
Yerevan 1 57 58
4% 63.33% 50.43%
Vanadzor 21 4 25
84% 4.44% 21.74%
Gyumri 3 29 32
12% 32.22% 27.83%
Total 25 90 115
100% 100% 100%

From Table 7, we observe that both headcount and adjusted headcount ratios are lower for
Yerevan’s council members for most cut-offs. Statistical significance is, however, obtained only for
the adjusted headcount ratio, for the cut-offs 0.2 and 0.3. Our conclusion is that, on average,
Yerevan council members elected after May 2018, are not deprived in multidimensional expertise
more than council members in any of the municipalities elected before 2018. Their profiles seem
to be slightly better from an average profile.

When comparing deprivations of Yerevan'’s council members after May 20 18 with those of

Gyumri council members, for the same period (Table 8), we conclude that deprivation is higher
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among Gyumri’'s council members. While, overall, we observe that the average expertise

deteriorated after the revolution (Tables 3 and 4), this is largely due to the profiles of Gyumri’s

council members.

Table 8. Multidimensional deprivation index comparison for Yerevan.

K H (proportion of council members A (average intensity of MO (adjusted
deprived in expertise) deprivation) headcount ratio)
Post Post Post
Prior to revolution Prior to revolution Prior to revolution
revolution  (Yerevan) Difference revolution (Yerevan) revolution  (Yerevan) Difference

0.1 1.000 0.982 -0.018 0.540 0.506 0.540 0.497 -0.043
0.2 1.000 0.964 -0.036 0.540 0513 0.540 0.495 -0.045”
0.3 1.000 0.946 -0.054 0.540 0.518 0.540 0.490 -0.050"
0.4 0913 0.786 -0.127 0.558 0.548 0.510 0.431 -0.079
0.5 0.565 0.429 -0.137 0611 0.613 0.345 0.263 -0.083
0.6 0.304 0.196 -0.108 0.659 0.684 0.200 0.134 -0.066
0.7 0.043 0.107 0.064 0.722 0.722 0.031 0.077 0.046
0.8 0.000 0.000 0.000 0 0.000 0.000
0.9 0.000 0.000 0.000 0 0.000 0.000

1 0.000 0.000 0.000 0 0.000 0.000

Table 7. Multidimensional deprivation index comparison for Yerevan: the post-revolution period.

K H (proportion of council members A (average intensity of MO (adjusted
deprived in expertise) deprivation) headcount ratio)
Post- Post-
revolution revolution
(Gyumri Post post (Gyumri Post
and revolution Prior to revolution and revolution
Vanadzor) (Yerevan) Difference revolution (Yerevan) Vanadzor)  (Yerevan) Difference
0.1 1.000 0.982 -0.018 0.674 0.506 0.674 0.497 0177
0.2 1.000 0.964 -0.036™ 0.674 0.513 0.674 0.495 -0.180™
0.3 1.000 0.946 -0.054™ 0.674 0.518 0.674 0.490 -0.184™
0.4 1.000 0.786 -0.214™ 0.674 0.548 0.674 0.431 -0.244™
0.5 0.938 0.429 -0.509™ 0.688 0.613 0.645 0.263 -0.382™
0.6 0.719 0.196 -0.522™ 0.726 0.684 0.522 0.134 -0.387"
0.7 0.438 0.107 -0.330™ 0.768 0.722 0.336 0.077 -0.259™
0.8 0.094 0.000 -0.094™ 0.078 0.000 -0.078™
0.9 0.000 0.000 0.000 0.000 0.000 0.000
1 0.000 0.000 0.000 0.000 0.000 0.000

6. Further discussion and conclusions

We motivate further discussion and provide conclusive statements on the relationship between

multidimensional expertise and budget performant for the three municipalities.

6.1. Yerevan
Yerevan’s budget performance, in terms of consolidated budget items of social nature has been

rather deteriorating in the post-revaluation period. Most of the observations for Yerevan come from
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council members elected during Yerevan municipal elections on September 23, 2018. That is, the
average profile of a council member in the post-revolution period could have played a critical role
in shaping budget performance outcomes in terms of both planned and actual expenditures. On the
other hand, the average profile of the Yerevan’s council member seemed to be improved from the
multidimensional deprivation expertise perspective, though we do not have a direct comparison
base in forms of Yerevan’ council member profiles prior to revolution. Still, our finding suggests that
Yerevan’s council member profiles are better than Gyumri’s council in the post-revolution period
and at least as good as those from prior-revolution period.

Question arises on the multidimensional expertise improvement while we do not observe
budget performance improvement. The strong will to increase social expenditures in Yerevan can
be revealed by large volumes of planned budget expenditures. Huge gaps between actual and
planned expenditures reflect the failure of the Yerevan municipality to record desired
improvement. While in-depth exploration of this failure is beyond the scope of this research, we
would like to highlight the political factor relevant for such an outcome. In 2019, Armenia did
experience major economic or geopolitical shocks. That is, underperformance of the Yerevan
municipality in 2019 cannot be explained by country or regional level shocks either. It is very likely
that these were the political processes which have created serious obstacles to record
improvement in the area of social expenditures processed by the Yerevan municipality.

Clearly, our methodology in the construction of multidimensional expertise, based on the
best empirical practices may not be workable for a particular situation. It may well be that a good
profile of council members, prioritizing the rule of law and not prone to corruption, votes for
corruption- free policies which are hard to implement. Strong resistance from the power-deprived
opposition to change the long-lasting norms and informal rules can be the primary reason of the
failure of the newly elected municipality. These are questions and concerns which deserve further

exploration both from the theoretical and practical perspectives.

6.2. Vanadzor
Vanadzor’s municipality was successful in increasing budget expenditure for most of the categories.

Our observations come from Vanadzor’s municipality council members elected mostly in 2016
(October 3) elections. There have been interesting political processes after the election. The
Armenian Republican party and its coalition partner Armenian Revolutionary Federation (ARF)
party received 15 seats, while the remaining political (non-ruling) parties received 18 seats. While

the ruling coalition was eventually successful to get majority for its major’s candidate, the meetings
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and budgetary decision have been consistently questioned by opposition parties. This background
is particularly important in the light of successful performance on the budget side, both in planning
and implementation. Table 8 shows that multidimensional deprivation of Vanadzor’s council
members is lower than that of other council members, both in terms of headcount and adjusted
headcount ratio. The only exception is the headcount ratio at cut-off 0.3, but the difference is not
significant. That is, for Vanadzor, we have a relatively high expertise and, on the other hand, good
performance in budget expenditures (both in planned and implemented). Interestingly performance
is particularly successful in the post-revolutionary period.

Our results for Yerevan and Vanadzor municipality opens a room for counterfactual analysis.
Consider the newly elected council in 2018 in Yerevan as an intervention in the post-revolutionary
period. Such intervention did not happen in Vanadzor, which enables to make judgement on what
would happen if the council of Yerevan, elected on May 13, in 2017, continued operating after the
revolution, through the year 2019. In that council, the ruling party (Armenian Republican party) held
the majority of total votes (7 1.25 percent) and its status would have been similar to that in Vanadzor
council in the post-revolutionary period. Abstracting from other factors, this counterfactual analysis
suggests that the Yerevan city council elected in 2017, may successfully continue working after
revolution. The discipline from the new ruling party after the revolution could have been sufficient

for 2017 council to operate efficiently and outperform the 2018 council.

Table 8. Multidimensional deprivation index comparison for Vanadzor.

K H (proportion of council members A (average intensity of MO (adjusted
deprived in expertise) deprivation) headcount ratio)
Yerevan Yerevan
and Yerevan and
Gyumri Vanadzor Difference and Gyumri  Vanadzor Gyumri Vanadzor  Difference
0.1 0.989 1 0.0117 0.572 0.531 0.566 0.531 -0.034
0.2 0.977 1 0.023™ 0.577 0.531 0.564 0.531 -0.033™
0.3 0.966 1 0.034 0.581 0.531 0.561 0.531 -0.030
0.4 0.864 0917 0.053" 0.606 0.548 0.523 0.502 -0.021™
0.5 0.625 0.542 -0.083™ 0.658 0.600 0411 0.325 -0.086™
0.6 0.409 0.250 -0.159™ 0.711 0.653 0.291 0.163 -0.128™
0.7 0.227 0.042 -0.186™ 0.754 0.722 0.171 0.030 -0.141™
0.8 0.034 0 -0.034™ 0.028 0.000 -0.028™
0.9 0.000 0 0.000 0.000 0.000 0.000
1 0.000 0 0.000 0.000 0.000 0.000
6.3. Gyumri

Unfortunately, our data did not allow to conduct mapping between expertise level and budget

performance for Gyumri. Multidimensional expertise data comes mainly from council members
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electedin 2021, while the time span for budget performance is 2016 - 2020. As already discussed,
we observe a positive trend in most of the budget expenditure types, but for the period in which we
do not have data on the council members. Still, we know that in 2016 - 2020 the majority of the
Gyumri council and the elected major have been tied to the political power ruling before the
revolution. That is, the picture in the sense of political power distribution in the council of Gyumri
and its budget performance on social and infrastructural areas is compatible with that of the
Vanadzor’s council for the same period (2016 - 2020). We then conclude that, in the post-revolution
period, the councils in Gyumri and Vanadzor, represented by the majority of political parties and
coalitions in power before the revolution, have been more successful in budget performance (in
social and infrastructural areas), than the council in Yerevan represented by the majority of the

current political power.

7. Conclusions and Recommendations

Our analysis shows that country-level power representation at a municipality level (the case of
Yerevan), suffers in efficiency, when country level power changes through a revolution. Discipline
mechanisms outside an agency (in this case a municipality) seem to be efficient, if the coordination
within the agency is easier to achieve. Norms, rules and practices, both formal and informal,
established throughout the independence period are not easy to change by top-down mechanisms.
While the operational departments in a municipality have experienced practices consistent with the
concept of “greasing the wheels”, the newly established council “nomenclature” may easily
perceive such practices as “sands on the wheels”. While these concepts are used for the role of
corruption in economic prosperity', we believe that in the period of drastic political changes the
discrepancy occurs at a perceptional level. That is, the new council would be very eager to label
most of the actions by the operational departments as “side-actions” resulting in “sands on the
wheels”, while these actions may not necessarily circumvent formal rules and practices. That is, this
can be perception or prejudice related issue, rather than based on grounded arguments. Changing
the department heads may not be very useful, since the conflict between new-comers and
incumbents will be projected to a corresponding (lower) level, resulting in strong resistance from

incumbents in that level.

! See, e.g., research on the link between corruption and satisfaction with government (Manzetti &
Wilson 2006; Weitz-Shapiro 2008; among others).
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Recommendation 1. Based on our findings, our central recommendation is to strengthen power

decentralization mechanisms in a regional dimension.

In the case of Vanadzor and Gyumri municipalities, we observe distribution of power, which
seems to be more efficient from the social perspective. The discipline outside a municipality
executed by the political power did not hinder and perhaps contributed to improve efficiency of
planning and implementing expenditures by these municipalities. Clearly, our analysis remains silent
on the quality of the work behind these expenditures, but the observations that (i) monetary
resources have been effectively consolidated, (ii) expenditure have been planned accordingly and (iii)
expenditures have been implemented with relatively small deviations reflect at least efficient conduct
from the monetary resource management perspective. Resource management and actual work
quality regulation outside by marz- and country- level authorities seemed to be efficient, as we
observe improved performance for these municipalities in the years 2019 - 2020 in most of the
social and infrastructural budget items.

We hypothesized that municipalities of Gyumri and Vanadzor continued operating as
homogeneous organization with no conflict in different layers of organizational structures. The rules
and discipline mechanisms have been changed for all incumbents, from major and community
members to the junior specialists in any of division. Consequently, there could be no resistance layer
within a municipalities and targeted benchmarks could have been reached more efficiently. In then
follows that incentives designs, even if introduced by political motivated groups, should minimize
the risk of resistance in any layer of public organization for sake of higher efficiency from the social
perspective.

A natural question is “what is the role of the council members’ expertise?”. We do not find
direct relationship between council members’ expertise and municipality budget performance. In
the case of Yerevan, expertise seems to be in place, but the budget performance mostly failed. In
the case of Vanadzor, expertise was compatible with that of Yerevan’s council members, while the
budget performance was significantly better.

Clearly, there is a need to increase the role of professional expertise in regional level public
authorities. Smooth operations and report-based statistics for Gyumri and Vanadzor are observed
(within-municipality) highly centralized environments, where top-down approaches are dominant.
We do not observe the quality of deliverables, and efficiency in reporting may not be translated into
an actual work one-by-one. Adverse selection of municipality council members, based on
entrenched (political) interest, is likely to deprive the professional capacity of a council and

disincentivize skilled to nominate for council member. Our study indicates the dominance of political
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factors in shaping performance outcomes, while it is possible to reach to a desired level of
prosperity through professional conduct of resource utilization under strong premises of local
democracy. We do observe insufficient level of local democracy indirectly, which can be a serious
reason for professionals to abstain serving as a council member. Council membership presumes
rather a political activity, pushing out those profile who are politically loyal and ready to contribute
merely based on professional skills. The relevance of local democracy in building professional

capacity for municipality councils, is therefore, critical:

Recommendation 2. Investing in local democracy will make community services in municipalities

more attractive from the professional perspective.
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Appendix 1. The Powers of the Council of Elders
The Law “On local self-government in the city of Yerevan,” states that the Council of Elders is elected by the

procedure determined by the RA Electoral Code. Some of the most important responsibilities of the council
include:

- elect the Mayor in cases and by the order prescribed by law “On local self-government in the city of
Yerevan”;

- take a decision on a vote of no confidence to the Mayor;

- decide the salary of the Mayor, his deputies, the staff of the Municipality, the heads of administrative
districts, their deputies, and the staff members of administrative districts;

- decide the regulations, structure, and staff of the Municipality and the administrative districts in accordance
with the Mayor’s presentation;

- take a decision on one or four-year programs of Yerevan development, long-term and special programs,
securing of loans;

- set control over the budget implementation, is empowered to take decisions on the details of the purposeful
use of the budget, to liquidate decisions of the Mayor taken on management of the budget means, to discuss
and make decision on the annual report of the Mayor on the budget implementation;

-make decisions on the names of streets, avenues, squares, parks of Yerevan, educational, cultural and other
organizations subordinated to Yerevan;

- take decisions on annual program of allocation and eminent domain of Yerevan-owned property (including
participation in authorized capital stock of land or legal entity), on their fees and alienation prices and
conditions; and in case of a public auction on starting prices; on the draft of the General Plan of Yerevan; on
the drafts of zoning of separate areas of Yerevan in accordance with the General Plan of the city;

- determine the areas for urban development (in the form of maps), the streets, squares, gardens, as well as
the conditions under which the urban development activities are implemented beyond the urban
development areas but are of urban significance;

- take decisions on urban development reqgulations of Yerevan;

- by the Mayor’s suggestion take decision on awarding the title of the Honorary Citizen of Yerevan to the

citizens of the RA or other countries, etc.
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Appendix 2. Municipality specific tasks (in Armenian)
Table A1. Iwdwjuph ywpwnwnhp fuunhputn, hwdwjueph nGYwdwnph hwgnpnieyndultp, pjnwet-

Jwlwanp W Ynudph

1 2 3
Ninpwn Lhwgnpnipyniltp PjnLpk
Lwhiwnwpngwywl W 1. ywgdwytpwnud £ 2900 YppnLpeynLl
wpunwnupngwywu Lwhiwnuwpngwywu W 2911 bwhiwnwpngwywl YppnLpenLu
ypenLejwl wpunwnupngwywl YpenLpjwl 295 1: wpunwnwpngwywl
yuwaqdwytpwnwd hpwywuwgnudp hwdwjuph nwunhwpwyntpntu
nwpwépned. 2960: YppenLpjwup npwdwnpynn
odwlunwy dwnwynLpejnLllltp
2. Juquwytpwnud W ywnwywnpnud £ 2820: UwynLpw)ht dwnwjnLpjniultp
hwdJwjupwjhu Gupwyw)nLejwl 282 1: gpwnwpwulbp
nwnngutph, Jwujwwwnpubqutph, 2822: [dwlqwpuwultp W gngwupwhutp
wyncdpltph, wynyeh wutkph, 2823: Upwlynypeh wninlu, wynwdplutn,
Gphunwuwpnwywl yeunpnuubph, yEuwnpnuutp
gpwnwpwultph, Yyppwywl, 2824: Uy hwynipwhu
Buwynipwihu b Gphunwuwpnuywl wyp | yuquwytpwnipyniultn
hhduwpyutph no 2841: Upwygnrpenit HYwlwanp hwdwjuph
yuwquwytpwnipnultph 3Y-Ukphu
gnpénLutnLeinLun, npwlg 286 1: Uwynipwhu dhgngwnnidutp
2whwagnpédwl W Unpnguwi
whuwwnwiupubpp.
Unghwjwywl 3. bywuwnnd £ hwdwjupnud puwyynn | 3000: Unghwjwlwl wwwnwwluntpjniu
wwunwjwiuncgnil unghwjwywl wewlygnipjwl ywphpe 3030: 3wpwqwunhl Ynpgpwé wudhup
nltutgnn wladwlug W puwnwuhputph 3070: Unghwjwywu hwwnnty
unghwjwywu ywppputph wnununtpynLultn
pwdwpwpdwlp’ yuquwybpwtiny 3090: Unghwjwywl wuwpunuwwlnipynlu
wnuwyhu wygbnLyndulitp W
huwpwynpnipjwu ntwpend
Jwuwnnigtnyd «Unghwijwywu
wowlygnipjwl JwuhUy» Iwjwuwnwlh
Swlpwwtwnniywl optupny
uwhJdwuywdé unghwjwiywl
SwnuwjnLpynculip ywd nunnnpntGiny
unghwjwywl dwnwynpynLtlltn
wnpwdwnpnn nwpwépwyhu
Jwpuphuutbp yuwd dwulwghunwgywé
wj| ywgdwybpwnipynluubp.
Swdwjupnud dwpquywu | 4. yugUwytpwnud EuGphwdwjupwiht | 2800: Swughuwn, Uwynye W Ypnu
Yuwlgeh L Jdhghwdwjupwhu ywppGpwywl 2811: 3wluquunh W uwynpwh
yuqgdwytpwnedp, quugywéwihu dwpquiywu Swnw)nipynculitn
$haghywywl Jhongwnnrdutp/upgnypUtn.
ynrpwnnepwh W wnnng
wupGuytpuh
hupwhunLunwd
Lwnnigwuwjwwnnedp, 5. uquwytpwnid £ hwdwjuph 2600 APlwywpwlwjht Jhtwpwpniejncu
pwpGlywnpgnudp W ynunctbw inbnbuntejwl whuwwnwlen, | b Yndntbw) Swpwynipjniu
Julwswwwwnnwdp, wuwjwhnynud £ hwdwyuph 2611: Fuwywpwuwjhu Jhtwpwpnieinlu
hwdJwjuph ubthwywunieynt hwunhuwgnn 2621: 3wduwjupwyhu qupgwgnid
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wnpwhwuntpyniup W puwyth nutph W ny puwyth 2630 Qpudwunwywpwnpnd
uwuhunwpwywl wnwpwépubph, hwupwlywgwpwultGph, | 2640: ®nnngutph (nLuwydnpned
dwpnpnedp, yndncbw Juwpswywl tuptph W wy 2650: Fuwywpwlwjhu 2htwpwpnyeul b
inuwnbunLpjwl 2huntynciluGph wwhwwunedp, yndniuw| dwn qény hGinwgnunwyw wphu.
whuwwnwuputph 2whwagnpénidp, ywaquwytpwnud £
wwwhnyntdp npwug unpngnudp

6. jwquwybpwnud W yuwnwywnnd £ 2500 Tpowlyw Uhpwywph

hwdJwjuph ubthwywunipyntu Mwnwwlntejnil

hwunhuwgnn UGphwdJwjupwyhu 252 1: Yenuwenptph htnwgnwd

hwnnpnwygnipjwl nunhukph, opdnunh, | 253 1: QGwnGph hnuph dwppnud

ynynennt, nnngdwu nL gEnnLgdwil

gwugtbph W wy ywrnigwédpubph

2whwgnpénidp.

7. JugqUwytpwnwd £ 2500 Spowlyw vhowywyph

wnpwhwuniyniup W uwbhunwpwywl | ywhwwuncpyniu

Jwppnudp, huswtu Lwle 2511: Unpwhwuncd

hpwywlwglnwl £ «Unpwhwlniejwl W

uwlhunwpwywl Jwppdwl Jwupuy

Swjwunwuh SwlpwwGnnipjwl

onGlupny LwhiwwnBuywd wy|

(hwgnpniynilulbp.
Swdwjuph 8. juwquwytpwnd E hwdwjupwjhu 2450 Spwluwnpunn
hwuwpwywywl Gupww)nLejwl dwlwwwnphutph, 2451 GwluwwwnphwyhU tnnpwluwnpun
wnpwluwnpup dwlwwwphwjpu GppllEynLgywl ®nnngutph Lpwagdnwd
whuwwnwluph YwqUwytpwdwl ywhwynpwuph nLwy, | ®nnngutph pupwghy Uunpngnid
yuwqdwytpwnedp, wnGhuuhywywlu Jhengutnh, Bwlwwwnphwhl Lpwulutph L
hwdwjupwjhu ywdnLpoubph nL hudGubpwywu wy| [nLuwpnpuyhl opjtYLEph uywuwnydwl
dwlwwwphwypu ywnnygubph wwhuwwunwdp W whuwwnwuputn
Gupwywnnigywoéputph | whwagnpdnidp. ®nnngutpnid
wwhuwwlundp W wljwlwwnwhunwyutph
2whwgnpdntdp. wwwnpwuwnned W

nGnwnpnd

Table A2. Swdwjuph ywnpuwnhp pjuunhputp, hwdwjueph nEywydwph thwgnpniynlultn, pnwek-

Gpllwl
1 2 3
Nnpwn Lhwgnpnieyniiltp PjnLok
Lwhuwnwpnguywu L 1. yuwqUwytpwned £ 2900 YppnLpjnLl
wpunwnupngwywu Lwhiwnwpngwywu W 2911 Lwhiwnwnpngwywl Yppenienlu
UpenLpjwlu wpunwnwpngwywu Yppnipjwl 2912 Swppwywl punthwuncp YppninLu
ywqgdwytpwnwd hpwywlwgnudp hwdwjuph 2920 Uhguwywpg punhwuntp YpenienLu

nwnpwépned.

2950 Cuwnn Jwywpnwyutnph snwuwywpgunn
UnenLRynLu

2951: Upnnwnupngwywu
nwuwnhwpwynLpnLu

2960: YppnLpjwup npwdwnpynn odwunwly
dwnwjnpnultn
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2. Juquwytpwnud W ywnwywnpnud £
hwJwjupwjhu GupwywnLjwlu
nwnngutiph, dwlywwwnuntqutnh,
wyndputph, Lwynyph wnutph,
Gphunwuwnnwywl yeunpnuubph,
ghwnwpwultnh, Yppwyul,
dawyniewiht W Ephunwuwpnuywl wyg
hhduwpyutph n
YwqUwytpwntnuutph
gnpénLubnLynLup, npwlg
2whwagnpédwu W UnpngUwl
whuwwnwiupubnp.

2820: UwynLpwyhl SwnwjnLpjnLltp
282 1: Qpwnwpwuubp

2822: ([dwlugwnwlutp L gnLguwupwhutn
2823: Uwynypeh wninl, wynidputp,
yEuwnpnultn

2824 Y hwynipwhu
YwqUwytpwnienluutn

2825: UpyGuwn

2827: 3nppwpawlutph W wynpwihl
wpdtputph yGpuwywugund W ywhwwunwd
2840: Ypnuwywl b hwuwpwywywl wy
dwnuwjnLpyncultn

Unghwjwyuwl 3. bywuwnnd £ hwdwyupnud puwyynn | 3000: Unghwjwwl wwwnwwlunipejntl
wwuwwunienlu unghwwywl wowlygnyeywl ywphp 3070: Unghwjwlywu hwwnnry
ntutgnn wldwug W puuinwuhplutph wpwununcpynultn
unghwwywu Ywphputph 3090: Unghwjwywl wupunuwuncynil
pwywpwpdwlp® yugduytpwting 3092: Unghwjwlwu wuwpunuwuncpjwlp
wnuwjhu wygknienlulitn W npwdwnpynn odwlnwy dwnwyniynlulGp
huwpwdnpnipywl nEwencd 2491: Suntuwywl hwpwptpnipyniltbp
Jwuwnnwgbiny «Unghwjwywl (wyp
wowygnpjwl JwuhUy Iwjwuwnwlh Wowygnud £ hwdwjupwyhu
Swlpwwtwnipwl optupny YwqUwytpwnienluubppu
uwhJdwuywdé unghwjwywl hnLnwpywdnpnieynuutph hGn juwdwé
Sdwnuwjnipyncultp ywd nunnnpn&ing wuybwn dwnwynipyniulbph dwwnnigdwl W
unghwjwywl dwnwynipejnLultp gbpGguwlwwnutph ywhwwudwl hwdwp
npwdwnpnn tnwpwépwjhl Wowlgnient hwdwjupuwyhu W ny
Jwpuphuubp yuwd dwulwghunwgywé hwdwjupwjht yuquwyGpwnieynltuutph
wy| yuwgUwytpwnienluubp. dpwaptphu
Unwlalwhwuwniy wuwydwultph Ywphpe
ntutgnn wudwlg hwdwp dwwnsbihnigywl
wuwwhnynid
Swdwjupned 4. ywqdwybpwnud EuGphwdwjupwiht | 2800: Iwughuw, Uwynye WL Ypnu
dwpquwywl Ywuph W Jdhghwdwjupwhu ywppGpwywl 2811: 3wuquwnh W uwnpwnp
yuqgdwytpwnedp, quugqwéwjhu dwpquiywu Swnuwynipyncultn
Phahjwywu Jhongwnnidutp/dpgnyputn. Uwnpunwjhu dhongwnniwdutph
yneinnipuyh W wnnno ywagdwytpwnud
wwpGwytpwh 3wlguwnh gninhltph L gpnuwyghlph
hupwhuncuncd ywnnigned nL ywhwwunwd
IGE6wudwhpwwwpwyh pwhwagnpdnd
Ywnnigwwwwnnwdp, 5. yuwquwytpwnud £ hwdwjuph 2600 Plwywpwlwjhu 2htwpwpnipyncl
pwptlywnpgnudp W ynunctlw) inbnbuntejwl whuwwnwlen, | Yndnitbw) Swpwjnipyncl
Juwlwswwwwnnwdp, wwwhnynid £ hwdwjuph 261 1: Fuwywpwluwjhu 2huwpwpnienLu
hwdJwjuph ubthwywuntyntt hwunhuwgnn 2630: Qpwdwwnwywpwpnid
wnpwhwuntpjniup W puwyth wnutpp W ny puwyth 2640: ®nnngutiph |nLuwynpned
uwlhwnwpwywl wnwpwépubph, hwupwywgwpwuutbph, | 2650: Fuwywpwlwihu 2htwpwpnipjwl W
dwpnpnedp, yndncbw Juwpswywl pEuptph W wy yndnibw 6wn qény hGinwgnunwywl wpu.
tuwnbunLpjwl 2huntyncluGph wwhwjwundp, 2660: Fuwywpwlwihl 2htwpwpnipjwl W
whuwwnwuputph 2whwagnpénidp, yuwguwytpwnud £ yndnLuw Swnwynientllbp wyp
wwwhnynwdp npwug unpngnidp
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6. juquwytpwnud b junwywpnud £
hwdJwjuph uGthwywunintu
hwunhuwgnn UEphwdJwjupwyhu
hwnnpnwygntejwl ntnhutph, gndnenp,
ynynLnnt, nnngdwu n gbnnigdwil
gwugtbph W wy ywrnigdwédpubph
2whwagnpédnidp.

2400 Suwnbuwlwl hwpwpbkpnipynLllkp
2420 QynLnwinuntuntenil, wunwnwihu
wnuwnbuncpnLl, ayunpunienil W
npunpnnLenLu

2420: NnngnwJ

NnngUwl gwugh Jwnnignud L
JGpwunpngnud

7. Juaquwytpwnwd £
wnpwhwuntpeynLup W uwUhunwpwywu
Jwpnnudp, huswbu Lwl
hpwywlwgunw £ «Unpwhwuncpywl W
uwlhnwpwywl dwepdwl dwuhU»
Swjwunwuh Swlpwwbnnipjwl
onGlupny LwhuwwnBuywd wy|
thwgnpniyncuuGp.

2500 Sppwlyw vhowywyph
WwhwwuntpjnLlu

2510: Unpwhwunwd

Unpwhwuntpyntl W uwuhunwpwywu
dwpnpnud

Unpwunntph uywuwnydwu W
2htwpwnpwywl wnph nGnuthnpudwu
dwnwjnLpynLultn

2530: Spopwyw Jhowuwjph wnunundwl ntu
wwjpwn

QLwnGph hnluGph Jwepnid

256 1: Cpowyw Jhowdwyph
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