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Biausinue pacuiupeHusi Ha MOKA3aTeJIU HAJIOTOBO-0I0IKETHOM lelleHTpaJan3anuu oomun PA
Tamocan Kpucmune M.

Cnyoicoa 2ocyoapcmeennoco konmpons PA - [ 1aeublii konmponep,

Tocyoapcmeennblii s9KoHOMUYeCKUL yHugepcumem Apmenuu - npenooasamens

AnHoTanusi. OuckanbHas ICIEHTPAIM3alys HAa MECTHOM YPOBHE HallpaBiicHa Ha oOecreueHHe (pHMHAHCOBOW aBTOHO-
MUH C [ENBI0 YCHICHUS POJIM OPTaHOB MECTHOTO camoympapiieHus. [Ipu (hUCKaTbHON MEICHTPATN3AIMA TAKKE BKHO
YTOYHUTPH, KAKHE MOJHOMOYHS JaHBI MECTHBIM OpPraHaM BJIACTH, YTOOBI OHH MODJIM OMIPEACISITH CBOM IMPUOPUTETHI B
pacxoyax ¥ IMETh ONPEACICHHBIC BO3SMOKHOCTH JJIsl PACITUPEHUS MECTHBIX HCTOYHUKOB JIOXOJIOB.

AJIMUHHCTPATUBHO-TEpPUTOpUabHBIE pedopmbl PA, B 4acTHOCTH, YKpyIHEHHE OOIINH, SBISIOTCS HOBBIM BBI30BOM C
TOYKH 3PEHUSI Pa3BUTHS M HE3aBHCUMOCTH CHCTEMbI MECTHOTO CaMOyIpaBiieHus PA, HO IMETh YCTOSBIIIEECS MECTHOE
caMmoyrpaBJeHie B cucreMe oueHb BaKHO MOBBICHTH KaK aOCOJIOTHBIC, TAK U OTHOCHTEIbHBIC MOKA3aTelld COOCTBEH-
HBIX JIOXOZOB OOUTHH. Pe3ynpraThl aHamM3a, IpoBeIeHHOTO B o0mmHax ApMennu 3a 10 Jet, moKa3pIBalOT, YTO B OOIIH-
Hax HaOJOJaeTCsl TeHICHIUsI YCTOMYMBOTO pOCTa COOCTBEHHBIX JI0XOZ0B, KOTOpPasi, OHAKO, HE BCEra COMPOBOKIACTCS
YBEJIMYCHUEM IO COOCTBEHHBIX IIOXOJOB B COBOKYIIHBIE JOXObl. [lociienHee CBSI3aHO C TEM, YTO, HECMOTpSl Ha
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aIMMHHUCTPATHBHO-TeppUTOpHANIbHEIE peopMbl PA, 0OIIMHEI IPOJOIDKAIOT OCTABATHCS B 3HAYUTEIHHON 3aBHCHMOCTH

OT TrOCYIapCTBEHHOTO OIO/IXKETA.

VYuuThIBas Ba)KHOCTh OLIEHKH BIIMSHUS YKPYIHEHHUS! OOLIMH TIOCIE aJMHHUCTPAaTHBHO-TEPPUTOPHANBHBIX pedopm PA,
BO3HHMKAeT HEOOXOAMMOCTh BHEAPEHUS METOAMKM pacyera psia IoKaszarened (HCKaIbHOW ACLEHTPaIM3alid B
00IIMHAX, KOTOpasi Oy[AeT yYUThIBaTh HE TOJBKO ITOKA3aTEIM MECTHBIH YPOBEHb, HO W OPYrHe MaKpOIKOHOMHYECKHE
MOKA3aTeNH!, XapaKTepU3yIOLUe SKOHOMUYECKOE MOJI0KEHHE CTpaHbl, Takue kak BBII.

KaroueBble cnoBa: (uckanbHas AEHEHTpaIN3ays, ASHEHTPAIN3AHS JO0X0I0B, PACXO/bl, HHAEKC JEIEeHTPAIN3alNH,

B3BEIICHHBIHN 110 J0xogaM

Introduction

Fiscal decentralization is traditionally identi-
fied as a specific form of redistribution of financial
powers between different levels of the public
administration system. However, if fiscal decentra-
lization is not accompanied by improving the skills
of the local apparatus and increasing political
accountability, it can have a negative effect, contri-
buting to the emergence of corruption risks and the
provision of poor-quality public services [1, p. 125].

The relevance of the choice of the topic is due
to the need to analyze the current state of fiscal
decentralization  after the enlargement of
communities in the field of local self-government of
RA. The purpose of the research isto evaluate the
impact of RA administrative-territorial reforms,
particularly the enlargement of municipalities, on
fiscal decentralization and expenditure levels of
enlarged municipalities in relatively early stages,

proposing to introduce a methodology for
calculating fiscal decentralization indicators in
municipalities.

The main problems of the research are: to study
examples of fiscal decentralization calculation
applicable in international practice, as well as to
develop a methodology that will allowto
calculation of the levels of income decentralization
and expenses of the enlarged communities of RA to
assess the impact of enlargement, weigh the latter
indicators against the GDP.

Literature review

In general, economic growth and well-being are
key aspects of decentralization impact assessment,
with decentralization indicators having positive
relationships with national GDP, investment in
human and physical capital, and key educational
outcomes. Several foreign scholars note that fiscal
autonomy is generally positively related to the
country's economic development, increasing real
GDP growth.

There is also an opinion that as a result of
income decentralization, it is more effective to
achieve income growth than in the case of
expenditure decentralization [2, p. 1].

In one of the local studies, the author studied
the effects of per capita expenditures of communal
budgets in Yerevan and ten regions on the socio-
economic indicators of the given territorial unit, as a
result of which he concluded that fiscal decentrali-
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zation in Armenia has positive results in terms of
access to social services of the population and their
consumption. However, from the point of view of
having an impact on the real social situation,
municipal budgets are not effective, because local
governments are not able to reduce poverty and
unemployment levels by increasing budget
expenditures. At the same time, municipal budgets
are not effective in terms of influencing economic
activity [3, p. 115].

It should also be noted that the Organisation for
Economic  Co-operation and  Development
(OECD) has a database on fiscal decentralization
that provides comparative information on several
indicators, analyzing examples of member countries
from 1965 to 2020. Among those indicators are the
relative weights of revenues and expenses in
municipal and state budgets, the structure of
revenues in municipal and state budgets, the balance
and debt of local and regional budgets, consolidated
expenditures according to functions, tax autonomy
in municipal and state budgets, spending autonomy
in municipal and state expenditures, etc.

Below we present the various methods of
calculating fiscal decentralization proposed by the
International Monetary Fund.

e Tax and revenue decentralization ratio,
which is calculated using the following formulas:
revenue decentralization=local own revenue/total
government revenue, tax revenue decentra-
lization=local tax revenue/government tax revenue)
[4, p. 9].

e The cost decentralization ratio includes the
share of local spending in total government
spending. This excludes the part of costs that are
transferred from other levels of government, foreign
governments, and international organizations [4, pp.
10-11].

e Dependence on transfers and vertical fiscal
imbalances. The vertical fiscal imbalance reflects
the difference between own expenditures, and own
revenues at a given level of government. (Vertical
fiscal decentralization=1-own revenues/own
expenses).

As a result of applying the above calculation
formulas, both positive and negative indicators of
fiscal decentralization indicators can theoretically be
obtained, which makes it possible to interpret the



levels of expenditure and income decentralization in
several countries of the world.

Research methodology

Quantitative analysis and comparative analysis
methods were usedin this analysis. During the
calculations of the methodology proposed in the
study, the methods of weighted decentralization of
income, as well asthe calculation of weighted
indices of expenses were used.

It should be notedthat in the study, the
indicators of expenses and incomes of the enlarged
communities were calculated as a result of summing
up the corresponding indicators of income and
expenses before enlargement in the settlements
included in the enlarged community (former

communities) to ensure the comparability of the data
after enlargement.

Results

The existence of decentralization in developed
and high-income countries is mainly aimed at
ensuring high economic efficiency due to the high
level of tax revenues and human capital. At the same
time, in lower-income countries, the application of
decentralization tools at the local level can provide
significant positive results, especially in rural
communities [5, pp. 1-3].

In essence, scaling up can have both positive
and negative effects on municipal income and
expenditure decentralization indicators.

Table 1. Temporal trends in income decentralization indicators within enlarged communities of RA (2012-2022, %) [6]:

Community/ 2012 2013 2014 2015 2016
Year

Tsaghkahovit 35.8 30.5 30.9 26.8 28.9
Alagyaz 419 41.0 37.4 33.2 313
Byureghavan 29.4 29.0 27.4 27.3 25.8
Charentsavan 36.7 36.3 34.0 33.2 33.7
Jrvezh 60.8 64.0 59.8 56.8 56.6
Areni 22.8 24.5 25.1 20.1 23.6
Yeghegis 16.7 16.3 17.6 16.6 20.7
Kapan 325 31.6 28.5 243 25.4
Kajaran 64.1 62.6 64.5 66.1 57.9
Goris 18.2 17.5 20.0 18.3 19.8
Meghri 36.1 333 35.2 36.5 39.8
Tegh 35.0 31.0 28.5 20.6 25.8
Tatev 31.0 21.0 23.5 21.8 16.0
Ani 31.6 29.4 26 24.4 24.4
Stepanavan 22.8 233 235 24.8 27.1
Gyulagarak 30.3 33.0 30.6 27.6 25.1
Lori Berd 44.0 41.0 38.1 34.8 33.7
Berd 22.7 22.8 26.0 20.0 25.0
Dilijan 37.1 37.4 36.6 27.5 28.5

2017 2018 2019 2020 2021 2022
29.0 27.5 26.4 18.9 24.3 23.8
34.5 35.7 24.2 15.1 16.7 23.4
314 29.6 28.6 24.5 26.0 27.5
39.6 43.9 433 32.9 36.9 39.3
63.9 63.3 66.1 66.6 43.7 61.8
26.7 25.9 253 24.4 27.0 15.1
22.5 19.7 19.9 17.1 12.7 10.9
26.4 28.8 30.0 23.8 23.7 26.3
68.1 63.4 41.8 32.8 42.0 22.2
24.5 24.6 24.0 18.7 23.8 24.6
39.4 49.0 37.4 23.5 30.6 39.1
28.4 32.2 36.2 26.0 25.1 28.5
23.2 25.1 24.8 17.1 19.5 211
27.2 243 233 17.9 18.1 19.7
28.9 32.8 30.0 221 25.5 21.6
28.2 25.3 311 23.0 24.6 229
32.2 32.0 33.0 31.8 36.4 25.3
20.4 24.8 21.2 15.5 71.7 12.7
34.8 39.0 37.0 233 50.0 31.0

The calculations were made by the author based on the 2012-2022 budget reports of the analyzed enlarged communities. The income
decentralization calculation was made as a result of relating the municipalities' own incomes to the total incomes.

Based on the main data of Table 1, it can be
stated that the dynamics of decreasing income
decentralization level can be observed, for example,
in the Alagyaz community, where this indicator was
on average around 37% before the enlargement and
around 25% after the enlargement. In the Kajaran
community, the increase in absolute values of own
incomes was accompanied by a decrease in relative
values, which was 63% on average for five years
before enlargement, and 45% on average after
enlargement. In the Tatev community, there is again
a general increase in own incomes, under the
conditions of which, however, the share of own
incomes in total incomes was on average 25%
before the increase, and about 21% after the
increase.

As a result, several communities, even after the
enlargement, continue to depend on the state budget
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and, as a result, remain limited in both the exercise
of powers and the opportunities to freely
collect real "own" revenues, which leads to a
decrease in the rate of income decentralization in
several RA communities.

However, in the context of assessing the impact
of enlargement, it is necessary to take into account
the changes in a number of socio-economic
indicators that occurred in RA in the period before
and after enlargement (state of emergency and
martial law caused by the pandemic and war
situations, the entry of a large number of foreigners
into RA caused by the Russian-Ukrainian war and
etc.), which had their direct and indirect impact on a
number of indicators characterizing the country's
macroeconomic situation (for example, GDP).

In such conditions, there is a strong need to
develop a methodology that will not only take into



account the relative indicators of own incomes or
expenses but also allow them to be analyzed under
the conditions of weighting against the GDP
indicator.

Below, we will present a set of formulas of the
proposed methodology, as well as their practical
applicability  with  examples of enlarged
communities in relatively early stages, focusing the
analysis on the changes in the relevant indicators of
community decentralization in the periods before
and after the enlargement.

It should also be noted that the applied
methodology aims to obtain a comprehensive
measure of revenue decentralization by integrating
the relevant economic variable (GDP in our
example). The method includes the set of basic
formulas below:

AR4-(Ra2017- Ra2012)/ Ra 2012100 (%),
where’
ARy4" change in income decentralization index
(for the period 2012-2017)
Ryz2017" level of revenue decentralization (2017)
Rdy;;" level of revenue decentralization (2012)
Acpp=(GDP3g17. GDP2y13)/ GDP21,*100,
where’

Pecuon u mup, 2024, Ne 3 (52)

AGDP ° change in the GDP indicator (for the
period 2012-2017)

GDP,y7° GDP indicator for 2017

GDP5412" GDP indicator for 2012

woi-ARda/ Ao,
where’ IWDI*
decentralization index

Using the above formulas, the change of the
income decentralization index for 2017 compared to
2012 (as the period before the enlargement of
municipalities) was first calculated, and then the
change of the income decentralization index for
2022 as compared to 2018 (as the period after the
enlargement of municipalities) was calculated.

With the same logic, the change in the GDP
index between the periods before and after the
enlargement was also calculated. Then, the income-
weighted decentralization index was obtained by
relating the income decentralization change and
GDP change indicators to each other. The set of
proposed formulas is also applicable after the
enlargement in 2018-2022. for the data analysis of
the period, so to evaluate the effect of enlargement,
the same figure was calculated for the period after
enlargement in Table 2 below.

income-weighted

Table 2. Assessment of the ratio of revenue decentralization and GDP index of the enlarged communities of RA in 2012-
2022 (income-weighted decentralization index).

Changing the GDP Income- Changing the GDP Income-
level of revenue | change, weighted level of revenue | change, weighted
decentralization % decentralizatio | decentralizatio % decentralizati

Community/ n index (before n on index
data Growth rate of 2017 enlargement) Growth rate of 2022 (after
compared to 2012, % compared to 2018, % enlargement)
(before enlargement) (after enlargement)
@) 2) @) 7Q2) 3) “) Q)G
Tsaghkahovit | -19% 30% | -0.6 -13% 41% -0.3
Alagyaz -18% -0.6 -34% -0.8
Byureghavan | 7% 0.2 -7% -0.2
Charentsava | 8% 0.3 -10% -0.2
n
Jrvezh 5% 0.2 2% -0.04
Areni 17% 0.6 -42% -1
Yeghegis 35% 1.1 -45% -1
Kapan -19% -0.6 -9% -0.2
Kajaran 6% 0.2 -65% -1.6
Goris 35% 1.2 0% 0
Meghri 9% 0.3 -20% 0.5
Tegh -19% -0.6 -11% -0.3
Tatev -25% -0.8 -16% -0.4
Ani -14% -0.5 -19% -0.5
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Stepanavan 27% 0.9 -34% -0.8
Gyulagarak -7% -0.2 -9% -0.2
Lori Berd -27% -0.9 -21% -0.5
Berd -10% -0.3 -49% -1.1
Dilijan -6% -0.2 -25% -0.6

The calculations were made by the author based on the data in Table 1, as well as the tools of the methodology proposed in the

research

The results of the analysis allow us to conclude
that in the period before and after enlargement, an
increase in the income-weighted decentralization
index is observed in very few municipalities. In
particular,a very small increaseis observed in
Tsaghkahovit, Kapan, Meghri, Tegh, Tatev, as well
as Lori Berd communities.

The proposed formulas are applicable for the
period 2018-2022 after the enlargement with the

same logic. Therefore, let's try to show the practical
application of the calculation formulas from the
point of view of the effect of enlargement on the
changes in the expenses of the communities, as a
result of which it will be possible to conduct
comparisons between the indicators of the
decentralization of the incomes and expenses of the
communities, evaluating the effect of the
enlargement.

Table 3. Evaluation of the ratio of the expenditures of the enlarged communities of RA to the GDP index for the period
2012-2022 (weighted index of expenditures).

Change in GDP Cost- Change in GDP Cost-weighted index
cost level | change, % weighted cost level | change, (after enlargement)
index %
Community/ (before
data Growth rate of 2017 enlargement) Growth rate of 2022
compared to 2012, % compared to 2018, %
(before enlargement) (after enlargement)
M 2 M/@ 3) “ (Q)NAC)]

Tsaghkahovit | 54% 30 % 1.8 86% 41% 2

Alagyaz 37% 1.2 303% 7.4
Byureghavan | 60% 2 -9% -0.2
Charentsavan | 34% 1.1 42% 1

Jrvezh -9% -0.3 0.1% 0

Areni 59% 1.9 209% 5

Yeghegis 57% 1.9 206% 5

Kapan 41% 1.9 167% 4

Kajaran 53% 1.8 310% 7.5

Goris 45% 1.5 78% 1.9

Meghri 82% 2.7 43% 1

Tegh 72% 24 75% 1.8

Tatev 151% 5 76% 1.8

Ani 46% 1.5 =17% -1.9
Stepanavan 51% 1.7 124% 3

Gyulagarak 32% 1 109% 2.6

Lori Berd 60% 2 227% 5.5

Berd 60% 2 221% 5

Dilijan 49% 1.6 70% 1.7

The table was built according to the logic of the previous Table 2, based on the set of proposed formulas.

166



Analyzing the data in Table 3, it canbe
stated that the enlargement has mostly positively
affected the expenses of the communities.

However, there are communities where certain
reductions in the cost index are observed after
enlargement, such as Byureghavan, Meghri, Tegh,
Tatev, as well as Ani communities.

Thus, the results of the analysis of the level of
income decentralization of the enlarged commu-
nities allow us to conclude that as a result of the
enlargement, expenses in the communities increased
to a greater extent than their incomes, as a result of
which the growth ofexpensesin the enlarged
communities of RA, compared to their incomes,
proceeds at a faster pace. Let's try to present what
has been said based on examples of specific
communities.

From the data in the above graphs, it can be
concluded that the averagerate of growth of

Pezuon u mup, 2024, Ne 3 (52)

personal income in the Alagyaz community
for 5 years after enlargement was 6%, while the
average rate of growth of official grants was 11%. In
the Tsaghkahovit community, the average growth
rate of own incomes was 7%, while the average
growth rate of official grants was 9%, in the Lori
Berd community, the average growth rate in terms
of own incomes was 18%, the average growth rate
of official grants was 7%, and in Kajaran
community are the same percentage proportions,
making 11 %. It turns out that asa result of the
enlargement, the degree of dependence on the state
budget in the communities has generally increased
to a greater extent than their incomes, under which
conditions opportunities have been created in the
communities in the direction of infrastructure
improvement and modernization.

E— Own Income ~ =m—— Growth rate

500000.0 40%

439004.8 | 443917.5
450000.0

413427.9

400000.0 381489.4

3471455
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207661.4.

200000.0

150000.0

100000.0

50000.0

0.0
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Growth rate

S Grants and subsidies from the state budget

300000.0

250000.0

200000.0

150000.0

100000.0

50000.0

0.0
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Figure 1. Annual growth rate of Kajaran community's
own income in 2012-2022 (thousand AMD) [6].

Figure 2. Annual growth rate of non-own incomes of
Kajaran community in 2012-2022 (thousand AMD) [6].
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Figure 3. Annual growth rate of own incomes of Alagyaz
community in 2012-2022 (thousand AMD) [6].

Figure 4. Annual growth rate of non-own incomes of
Alagyaz community in 2012-2022 (thousand AMD) [6].
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Figure 5. Annual growth rate of own incomes of
Tsaghkahovit community in 2012-2022 (thousand AMD)

[6].

Figure 6. Annual growth rate of non-own incomes of
Tsaghkahovit community in 2012-2022 (thousand drams)

[6].
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Figure 7. Annual growth rate of own incomes of Lori
Berd community in 2012-2022 (thousand drams) [6].

Figure 8. Annual growth rate of non-own incomes of
Lori Berd community in 2012-2022 (thousand drams)

[6].

The calculations were made by the author based on the 2012-2022 budget reports of the analyzed enlarged communities.

In this context, it is also important to note that
the community enlargement factor has its special
role and significance in increasing the volume of
subsidy programs provided to communities in recent
years because as a result of enlargement, human
capital capabilities, and capacities, as well as the
community's financial capabilities, have increased.

Conclusion

Thus, to evaluate the impact of enlargement in
the period 2012-2022 using the toolkit proposed in
the main part of the research, the analysis of the
incomes and expenses of the municipalities led to
the conclusion that the enlargement mainly
negatively affects the indicator of decentralization of
the incomes of the municipalities, while having a
positive effect on the expenses.

It should also be noted thatthe use of this
toolkit will allow the communities to carry out the
analysis ofincome and expenses within the
framework of the assessment of the impact of
enlargement, taking into account the GDP index in
the calculation methodology.

It may have wide opportunities for future
application both inthe calculation of indicators
characterizing  the level of  community
decentralization by local self-government bodies
and inthe processes of evaluating the impact of
enlargement on them.

At the same time, the analyses carried out in
specific communities allow us to state thatas a
result of the enlargement, the official grants received
from the state budget in the communities increased
to a greater extent than their incomes.
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