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Introduction

Governance has been described as a way society sets and manages the rules that
guide policy-making and policy implementation (UNDESA, 2007: 1). It
determines the series of values, policies and institutions by which a society deals
with its economic, political and social development via the ability of the state,
civil society and private sector to cooperate. The European Union has defined
good governance as a well-developed system of governance and strong

accountability and transparency in politics (European Commission, 2003).

According to the United Nations governance can be good when it allocates and
manages resources to respond to collective problems, in other words, when a state

efficiently provides public goods of necessary to its citizens (UNDESA 2007: 4).

Good governance has been also described as the main contributor of social justice,

national prosperity and development and peace!.

Despite its importance and significance in states’ political life and societies’
development there are states which have not yet established the model of good
governance, moreover the reforms and approaches towards its establishment does
not give tangible results. This kind of situation can be described by the misuse
and abuse of power by the political leaders and decision-makers of states.
Consequently, those in power secure an environment where they remain
untouchable by the law. And in these countries it’s the law of the rule that

governs, instead of the rule of law.

! Roberts, Brad, The New democracies: global change and U.S. policy, The MIT Press 1990



Good governance in Armenia since its independence

Since 1991 Armenia has repeatedly taken steps to move from authoritarian
political system to a democracy. These steps were accompanied by political, socio-
economic and cultural challenges and reforms. Over the past several years the
Republic of Armenia has become involved in implementing a number of reforms
to guarantee better protection of human rights, improve judiciary and guarantee

its independence, combat corruption and liberalize its economy.

Over 20 years since independence the Republic of Armenia has demonstrated its
resilience and taken steps to fasten its development. However, the country is still

far from being governed by good governance and establishment of rule of law.

Starting from 2003 the Government of Armenia launched anti-corruption
Strategy and Implementation Action Plan. Which was continued by the second
and ongoing third strategies. Despite these efforts, all the steps taken do not lead

to progressive changes.

Furthermore, policy of enhancing transparency and accountability in governance
aiming to reduce widespread bureaucracy and rendering regulatory processes
more transparent through the implementation of one-stop shops and several
governmental internet portals. Nevertheless corruption risks, complicated
bureaucracy and weak implementation of legislation decline the effectiveness and

efficiency of state institutions.

To be more sound and valid in statements the overall image and situation of good
governance in Armenia will be presented based on aggregate governance
indicators which are composite measures based on a large number of underlying

data sources.



Indicator 1: Voice and Accountability

The principles of voice and accountability under this indicator are being
examined through the possibilities and practical implementation of those
possibilities regarding civil participation in political decision-making. For these
purpose there should be laws, agencies and procedures governing civil
participation in political-decision making. Expect the legal environment there
should be also concrete procedures and proper guidelines governing the
consultation processes between civil society and the government regarding new
policies and laws. Moreover, a culture of transparency should be created to enable

civil society to effectively participate in political life.

The Situation in Armenia

The requirement of mandatory and non-mandatory consultation practices with
civil society regarding the new laws and legislative measures, the budget planning
procedures, the existence and implementation of freedom of information law and
the accessibility to the public information through governmental web-pages and
portals and other information important for the assessment of civil society

participation in political-decision making processes is presented below:

Expert assessment of proposed legislation is carried out by government bodies
(which also conduct or commission the mandatory regulatory impact assessment),
there is no mandatory practice of issuing green papers ahead of draft laws
(although green papers are published on an ad hoc basis), so in both the legal
requirements and standard practice the public is informed and public discussions
launched only after the draft laws have been completed.

There is a requirement in the law On Legal Acts for the government or legislators

to hold public consultations with civil society, expert bodies, or other



stakeholders, with a view to assessing public opinion, to seek alternative
proposals, and to evaluate the risks and financial costs of the proposed initiative.
The Public Council adjunct to the Government is the main body co-ordinating
consultations between government and civil society on policy and legislation.
There is no such body at the local level. However, there is no scope for
complaints in the event of non-consultation or non-publication of draft laws. In
theory, such omissions on the part of the Government can be challenged by
citizens under the Administrative Procedural Code, but this has never happened.
The law on local government requires authorities to inform the local population
seven days before each session of the local council, and local citizens may attend
the session. However, the law does not oblige authorities to request professional
opinions or comments from the local population.

The guide to the methodology of the elaboration of draft legal acts? applies to all
state, local and regional bodies. The guidelines allow for the creation of working
groups and committees with the participation of all relevant stakeholders in the
elaboration of the draft laws after the first draft has been published.
Parliamentary committees sometimes consult civil society and independent
experts when considering draft laws.

There is no requirement for monitoring and evaluation of the implementation of
legislation beyond the internal financial audit requirements.

There are neither procedures for, nor experience of, participatory budget
planning, or for public participation in planning?, and no legally guaranteed role
for civil society in the consultation process around new policies and legislation at
either national, regional or local level. The legal regulations require the
organisation of public discussions around draft laws and policies with all
interested individuals and organisations. While the guide to the methodology of
the elaboration of draft legal acts includes general guidance on the selection of

participants in public discussions, it does not specify a role for civil society.

*http://www.parliament.am/library/books/iravakan%20akteri%20naxagceri%20mshakman%20metodakan%20cucu
mner.pdf

® http://parliament.am/legislation.php?sel=show&ID=1503&lang=eng



Just as draft laws are not always published, public hearings and roundtable
discussions often do not take place at all. Ministries that sometimes hold public
hearings do not do so as a matter of standard practice. Usually, the hearing is not
announced to the public in advance, only certain NGOs active in the field of the
particular law or regulation are invited, and the hearing is announced only after it
has taken place, alongside any outcomes, such as recommendations, that arose
from it. Public hearings do not take place at the local level.

There is a law on Internal audit that covers the activities of all state and local
agencies. However, it can’t be considered monitoring as it covers mainly the
financial aspects of the activities.

The only way people may raise the issues of the implementation of laws is court
review. The monitoring or evaluation of the public policies or strategies are
sometime attached to the same polices, but it is not very common.According to
the Article 156 of the Constitution the Government is accountable in front of the
Parliament for the Government programs adopted by the Parliament. Each year
the Government presents the report on the implementation of the Government
program.

The law of the RA on Civil Service was adopted in 2001. It regulates all the
questions related to the conditions and requirements for civil service employment
and competences of servants.

There is a freedom of information law, applicable at national, regional and local
level*, and covering also organisations supported by the state budget and other
organisations of public importance (as set out in Article 3 of the law) and their
officials, along with further legislation regulating disclosure by particular
government agencies.

Information up to 10 pages requested from the local government and state bodies
is provided free of charge. When the information amounts to more than 10 pages,

it is subject to copying costs. However, information from the State Real Estate

* http://www.foi.am/u_files/file/legislation/FOleng.pdf



Cadastre,> from the State Archive, from the Courts, from the Police and law-
enforcement associated agencies incurs a special price according to the Law on
State Duty, starting from € 2 per page.

According to Article 11 of the Law on freedom of information, the requested
information can be refused if it contains state, private, trade, bank secret. b.
infringes the privacy of a person and his family, including the privacy of
correspondence, telephone conversations, post, telegraph and other
transmissions; c. contains pre-investigation data not subject to publicity; d.
discloses data that require accessibility limitation, conditioned by professional
activity (medical, notary, attorney secrets). e. infringes copy right and associated
rights. However, the list of secret information is not complete and each state
agencie has developed the list of secret information under that particular agency.
The regulations for the secret information are not fully in a line with
international standards.

There is a desicion of the Government N1521-U dated 2013 December 26 “The
minimum requirements for the web pages of the state bodies”. According to this
decision the web pages of all ministries have the section for the policies, legal
acts.

The Government publishes the drafts of the legal acts or the policies, strategic
plans of the Government and the Ministry of the Justice presents the drafts of all
laws (not covered by any other ministry) drafted by the Ministry of Justice.
However, the drafts of the new laws, amendments or policy documents are not
regularly published on the web pages of the ministries in advance. The links of
the web pages of the ministries is available on the main page of the Government

http://gov.am/en/links/.

There are no agency responsible for the coordination of tripartite commissions

between government and social and economic partners on matters of policy and

% According to the decision of the Consitutional Court UHN-1256, dated 26 February 2016, the charging of fees for
providing information about the requester's own property from the State Real Estate Cadastre is unconstitutional,
and the Law on the Registration of Property should be changed by 1 November 2016.
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legislation. These issues are being discussed and organized within and with the

help of the governmental agencies whose task is not specifically the coordination.

The existing legal framework for civil society participation in decision-making
and government’s accountability in Armenia is credible enough to fulfill the
requirements under good governance. However, the culture of open
communications between civil society and government and the practice of
implementation of governmental agencies’ obligations regarding this indicator

still needs improvements.
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Indicator 2: Political Stability and Violence

e Armed conflict,

e Violent demonstrations,

e Social Unrest,

e Intensity of internal conflicts: ethnic, religious or regional,

¢ Intensity of violent activities...of underground political organizations,
¢ Intensity of social conflicts (excluding conflicts relating to land),

e Government stability,

e Internal conflict,

e External conflict.

Armed conflicts
2014

In 2014 there were 46 deaths in the armed forces of Armenia from which 28
accured in combat situation, 26 were killed as a result of ceasefire violations, 2
soldiers were killed from mine explosion.

In 2014 the situation in frontline was especially tense during January, March,
May, June, July and August.

It is worth mentioning that although attempts of diversion penetrations were
recorded as a result of which the Armenian side had loses, however, escalation of
Armenian-Azerbaijani conflict was recorded in July and August. During this
period the number of diversion penetrations was increased, this period was even
called micro war®. After the 1994 ceasefire it was the first time that the enemy

struck the Mi-24 helicopter after which 3 Armenian crew members were killed.

In 2015 the situation in frontline continued to be tense with frequent violations

of ceasefire.

® http://razm.info/58122



http://razm.info/58122

The year 2016 was critical in terms of NKR-Azerbaijan conflict. In the early
morning hours of 02 April 2016, Azerbaijani armed forces, in contradiction with
the Ceasefire Agreement of May 1994, took large-scale indiscriminate attacks, on
the entire Nagorno-Kharabakh-Azerbaijan line of contact. On 02 April 2016
Azerbaijani armed forces captured several posts in Tapkarakoyunlu-Talish
direction. On the same day the Ministry of Defense of Azerbaijan made an
announcement declaring that the “village Seysulan and surrounding heights of
village Talish were fully cleared off the enemy forces”. On 03 April 2016, some
positions in the North and in the South of the contact line with Nagorno
Karabakh Republic were retaken. On 05 April 2016 at noon a ceasefire agreement
was reached by mediation of Russia and major military operations ended despite
the fact that in subsequent days firing continued occasionally in the line of
contact still resulting in casualties.

During the 4-day war the Armenian side had overall 92 loses from which 77 were
killed as a result of military operations, 15 non-combat loses from which 4 where
peacful NKR civilians’.

The situation in frontline and the ongoing conflict with Azerbaijan, especially the
escalation in the beginning of 2016 influance the domestic social-economic and

political situation in Armenia.

Violent demonstrations and Social Unrest

During the last 3 years the demonstrations in Armenia almost always are led with

police which ends with violent causalities.

In 2014 authorities interfered with free assembly throughout the year. According
to human rights groups, police in Yerevan detained at least 70 activists in the first
half of 2014 during peaceful protests on pension reform, environmental concerns,
utility prices and other issues. Most of the activists detained were released within

a day, some of them faced administrative fines.

7 http://hetg.am/arm/news/67284/pn-garorya-paterazmi-orerin-havkakan-koxmy-92-zoh-e-unecel.html
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Three employees working in Yerevan metro were fired after participating in a

February protest about controversial reforms?.

More than one hundred activists were detained during the protest against the
increased electricity tariffs. Police used excessive force to disperse a largely
peaceful protest. Water cannons were deployed and physical attack was opened
which caused injuries to the activists. Activists were injured during the detention
and while being in police custody. Journalists and their equipment were
specifically targeted during the operation. The police attacked or detained
numerous reporters, and in some cases smashed or confiscated cameras and
deleted their photo and video materials.The Armenian Human Rights defender

found the police actions disproportionate.

Although investigation was opened still there are no satisfactory results on the

investigation of events of 23 June 2015.

In 2016 like the previous years there were many demonstrations which were
accompanied with police interference and use of excessive force.

Protests have started in Armenia on July 17, 2016 when armed men from a
radical opposition group seized a police station in Yerevan’s Erebuni district,
killing one policeman and taking several hostages, demanding political
concessions from the government. Before the gunmen surrendered on July 31,
public support for them grew into a wide protest movement in Yerevan. While
police and protesters have scuffled several times, on the night of July 29 police
used excessive and disproportionate force to disperse a peaceful crowd. Other
protests took place without incident or police interference’.

On July 29 2016 Police used stun grenades, which wounded dozens of
demonstrators and some journalists, some severely. The police also beat

journalists and protestors and detained dozens of people.

8 https://www.hrw.org/sites/default/files/world report download/wr2015 web.pdf

® https://www.hrw.org/news/2016/08/01/armenia-excessive-police-force-protest
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Investigation was opened on the events of July 29 which is still ongoing.
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Government Stability

Governance consists of the traditions and institutions by which authority
in a country is exercised. This includes the process by which governments are
selected, monitored and replaced, the capacity of the government effectively
formulate and implement sound policies, and the respect of citizens and the state
for the institutions that govern economic and social interactions among them.
Political instability is the likelihood of having demonstrations, forms of violence,
workers on strike or the possibility of a coup d’etat. It is also measured in terms of
whether the government may collapse or not. According to the political theories
of Max Weber political stability depends on the government’s legitimate use of
physical force. If the government cannot ensure the basic services it provides for
people, such as security and the possibility of procuring food faster and shelter, it
loses the power to enforce laws and political instability ensues. Political
instability is associated with the concept of failed state!.

The events of 2015 and 2016 described above show that government in
Armenia is still far from being described stabile. There was and still there is
likelihood that the government may be destabilized or overthrown by
unconstitutional or violent means. Which is directly linked with the social-
economic and political situation in the country.

Two important factors on government’s stability in Armenia should be
mentioned. The first factor is Armenia’s increasing external vulnerability
stemming from declining remittances from Russia that have not yet bottomed
out. The second one is the uncertain outlook for foreign direct investment
inflows that collapsed in 2015 as well as an elevated susceptibility to renewed

pressures on the local currency and the country’s foreign exchange reserves!'.

19 https://www.reference.com/government-politics/definition-political-instability-da09becc7984e9a6#
1 https://www.moodys.com/research/Moodys-downgrades-Armenias-government-bond-rating-to-B1-changes-the--
PR 345220
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Another important issue is the internal institutional instability. For instance
during the past 3 years the Ministry of Justice has 3 times undergone the change
of the Minister. Which has negatively influenced both the strategies taken by the
Ministry of Justice and the projects started by the previous ministers and their
staff.

According to the famous British expert Tom de Vaal, Armenia is currently
experiencing the most serious crisis for the last 8 years. The authorities’ inability
to win the citizens’ trust is one of its contributors and one of its examples is when
armed extremists occupied headquarters of the patrol force regiment of Armenia’s
Police in Yerevan.

The next factor which contributed to the development of the crisis in Armenia
was the victory of Nagorno-Karabakh as it strengthened the uniformed people’s
positions in Armenia.

According to the expert’s opinion, the Nagorno Karabakh’s unsolved
Conflict presses Armenia like a heavy load. “After the four-day April war and his
team understood that they need at least pretend, that Armenia is ready for
reasonable compromises in regard to occupied territories. Otherwise, in near
future war with Azerbaijan threatens Armenia”. As stated by the expert, even if it
will be possible to avoid the war, in case of maintaining the current situation,
Armenia may remain under partial international isolation.

According to Tom de Vaal, the crisis in July made an opinion, that
democratic policy has exhausted itself and the use of force is completely
acceptable. This crisis once again proved that Armenian authorities have little
democracy, and there is no organized, systematic opposition in Armenia. The
later created new obstacles for peaceful settlement procedures. It will be difficult
for Armenia to get alone out of this situation. Russia, its main ally, prefers using

compulsory methods. For overcoming the internal concerns and external

17



uncertainty, Armenia needs the support of international partners and Armenian

Diaspora'?.

Conclusion

Electric Yerevan events of 2015 are considered one of the most important
movements and protest internal action in the history of Armenia.

Similarly the demonstrations followed by the “Sasna Tsrer” of 2016 was a clear
response to the political mayhem of the state. The seizure of the police building
was an extreme step by the members of Sasna Tsrer. However, it should be noted
that the same members of the group were mainly the representatives of socio-
political movement Founding Parliament and the group had no criminal elements
among it. The struggle was against the falsified elections in Armenia, against the
criminal-oligarchic elements that exist in the governing power and also against
the existing social-economic and political problems that the governing power has
brought with it. The movement itself was extreme step, but all the peaceful
methods were exhausted and politicians engaged in the struggle and activists
started to reject the idea of peaceful struggle.

The movement did not bring any obvious successful result. But it was a serious
alarm and warning to the governing authorities that it can’t presume continuing
public apathy to poor economic performance. The fact that people, including the
most famous and influential cultural figures and men of science, gathered and
supported the Sasna Tsrer made a deep concern for the authorities about future

public demonstrations.

The events described above speak also about Government’s instability in the

country. One can surely state that public administration in Armenia is wrong, the

2http://orientcenter.net/hy/%D5%B0%D5%A1%D5%B5%D5%A1%D5%BD%D5%BF%D5%A1%D5%B6%D5%

B6-%D5%A1%D5%BA%D6%80%D5%B8%D6%82%D5%B4-%D5%A7-
%D5%A1%D5%B4%D5%A5%D5%B6%D5%A1%D5%AC%D5%B8%D6%82%D6%80%D5%BB-
%D6%84%D5%A1%D5%B2%D5%A1%D6%84%D5%A1/
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governing system itself was constructed wrong, the selection process of
governmental personnel does not correspond to the existing needs and most
obviously the strategic vision of state development is not clear and effective
enough. All this combined with the ongoing emigration situation speaks for the

statement that the Government is not stable and productive in its functions.

Indicator 3: Regulatory Quality

The aims and objectives for each reform area of the government.
For example:

e to improve public service delivery;

e to increase openness, transparency and accountability;

e to increase reliability and predictability (legal certainty);
e to0 ensure efficiency and effectiveness;

e Other, please specify.

This indicator measures the ability of the government to formulate and
implement sound policies and regulations that permit and promote private sector
development. On this ground countries are evaluated taking into consideration

the following factors!3:

. prevalence of regulations and administrative requirements that impose a
burden on business; ease of starting and closing a new business; ease of
registering property;

. government intervention in the economy; the extent to which

government subsidies keep uncompetitive industries alive;

13 https://www.mcc.gov/who-we-fund/indicator/regulatory-quality-indicator
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labor market policies; employment law provides for flexibility in hiring
and firing; wage and price controls;

. the complexity and efficiency of the tax system; pro-investment tax
policies;

. trade policy; the height of tariffs barriers; the number of tariff bands; the
stability of tariff rates; the extent to which non-tariff barriers are used; the
transparency and predictability of the trade regime;

. investment attractiveness; prevalence of bans or investment licensing
requirements; financial regulations on foreign investment and capital; legal
restrictions on ownership of business and equity by non-residents; foreign
currency regulations; general uncertainty about regulation costs; legal
regulation of financial institutions; the extent to which exchange rate policy
hinders firm competitiveness;

. extensiveness of legal rules and effectiveness of legal regulations in the
banking and securities sectors; costs of uncertain rules, laws, or government
policies;

. the strength of the banking system; existence of barriers to entry in the
banking sector; ease of access to capital markets; protection of domestic
banks from foreign competition; whether interest rates are heavily-
regulated; transfer costs associated with exporting capital;

. participation of the private sector in infrastructure projects; dominance of
state-owned enterprises; openness of public sector contracts to foreign
investors; the extent of market competition; effectiveness of competition and
anti-trust policies and legislation;

. the existence of a policy, legal, and institutional framework that supports

the development of a commercially-based, market-driven rural finance

sector that is efficient, equitable, and accessible to low-income populations

in rural areas;

The Government of Armenia has taken several steps to ensure regulatory

quality. Particularly, the Government, aiming to increase the citizens’ trust



towards public institutions, as well as public officials’ accountability, took a

number of measures directed towards the insurance of transparency of public

institutions and promote private sector development together with increase of

pubic and civil services quality.

Since 2010, the online system, allowing citizens to track the procedure of
the letters directed to state agencies, was launched. During that current
year, 41000 citizens tracked their application procedure via the online

system!.

Since 2010, the “Interactive budget” online system has been operating,
which, at any time, allows to get informed about for what aim and how
the state budget’s money is spent. During the first quarter of the 2011,

approximately 7000 citizens used the presented information.

All the decrees of the Government, as well as Prime Minister are open and
accessible for public. Moreover, everybody can get acquainted with all the
questions and projects, which are going to be discussed during the
Government seating: the agenda, as well as other questions of the
Government seating are in advance published in the online system. The
visitor number for “Government Decrees” section as of August, 2011 was
approximately 495000, the number of visitor of “The agenda of

Government seating” was 139000:

The Government ensured transparency also in public procurement system.
Besides, the current online system of the procurement system, which
allows to see announcements on procurement procedures, since 2010 the
data on procurement procedure by the state from one resource without

competition is also accessible for public.
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The data on all the projects, contracts and financing implemented by non-
profit organizations is also open and accessible for public. This section has

had approximately 16000 visitors as of 2011.

The Government made accessible a number of registries and , particularly,
the register of dangerous production objects, the list of extraction
minerals, List of mineral rights granted for the extraction of minerals,
information on the study patents, the list of the metal and non-metal

bearing mines of the RA

The state agencies elaborating the draft Government decree, publish the
draft decree on their official web pages, so that the public get informed
about the draft being discussed and by submitting recommendation on the

later participate in the decision making process of the Government.

For ensuring accountability in public administration, new principles and

approaches were elaborated

Any event or actions plan, presented by a certain state agency, should
contain a precise statement on its outcomes; moreover, those outcomes

should be measurable.

State agencies, regularly submit performance reports, based on which the

works implemented by them is measured.

On the basis of the performance report, the work implemented by not

only state agency but also every employee is evaluated

To increase the public administration efficiency, in public sector the RA

Government elaborated tools and principles peculiar to private sector.

The Government initiated a procedure on elaborating corporate
governance principles in state enterprises organizations. In December
2010 the Government approved the Republic of Armenia Code on

Corporate Governance.
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* In June 2011, the Government adopted a decision according to which
companies with 50 and more percentage of state participation should be

guided by the RA Code on Corporate Governance.

= In 2008 the RA Government approved the concept on state-private sector
cooperation. The aim was the creation of prerequisites to implement large
investment projects based on the state-private sector partnership model.
State-private sector partnership is a means of infrastructure development
and provision of services, which involves private sector resources and
promotion methods. In limited competition conditions, the Government is

considered as a contract party and coordinator.

Perhaps, the most prominent example of Public-private partnership (PPP) is
the “Tatev Revival” Project. The total amount for the Project was 45 US Dollars.
For financing the Project donation was made, as well as the respective business
plan was elaborated. At the first stage of the project implementation in 2010 the
following was implemented by the state

» Shinuhayr-Halidzor highway was renovated

= Gas pipeline was constructed,

And by private sector

» The ropeway to Tatev monastery was constructed

» Monastery renovation and repair works were carried out

National Centre for Legislative Regulation

On October 13, 2011 the State Agency National Centre for Legislative Regulation
Project Implementation Unit at the Government Staff of the Republic of Armenia

was established by the Government Decree of the Republic of Armenia. The main
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purpose of the Centre was to reduce the regulations burden on business and

citizens.

In 2012 the Reform Council started its activities for 2012-2013 by the approval of
the Working plan with the review sectors in Public utility sector regulation,
Transport sector regulation and public health sector regulation. In 2013 priority
areas were the following sectors: tax, customs, culture, social issues,

entrepreneurship and foreign affairs and international relations®.

In 2014 the Centered started reviews in water economy management, agriculture,
nature protection, law enforcement and justice sectors's. Moreover, in 2014 the
reviews in the following sectors have been completed: Energy and Natural
resources, Land relations, Urban Development, Cadastre of real estate, Education,

Sport and Youth Issues'.

For 2015 the guillotine framework covered all legal norms that are broadly
defined as any requirement placed on the business and/or citizens in the
following sectors: Civil aviation, Emergency Situations, Finances, State Property
Management, Local Government and Local Self-Government, Economic

Competition Protection, Financial Markets, Science and Communication.

Legal norms included in the guillotine framework during the reporting period
were laws, presidential decrees, decisions of national assembly, Presidential
orders, Government decisions, Regulatory decisions of Prime Minister,
Departmental acts registered with the Ministry of Justice, Departmental acts not
registered with the Ministry of Justice, the City government of Yerevan legal

acts!s,

Conclusion

> http://www.regulations.am/uploads/FINAL Sixth Project Progress Report.pdf
16 http://www.regulations.am/uploads/NCLR4.pdf
17 http://www.regulations.am/uploads/NCLR Project Progress Report 01 07 30 09 2014.pdf

18 http://www.regulations.am/uploads/6thReport Jan Jun2015 Annexes.pdf
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http://www.regulations.am/uploads/NCLR4.pdf
http://www.regulations.am/uploads/NCLR_Project_Progress_Report_01_07_30_09_2014.pdf
http://www.regulations.am/uploads/6thReport_Jan_Jun2015_Annexes.pdf

Despite the simplification and amendments of the legislation, the burden on
businesses and citizens is not significally reduced. It is even argued that the
government has failed to formulate policies promoting the development of the

private sector.

The problems with low human and institutional capacity and inefficient processes

hamper government effectiveness and contribute to corruption risks’ increase.

Efforts have been done to increase the foreign direct investment, but Armenia’s
small market size, contradictory laws and regulations, lack of dispute resolution

mechanisms, corruption, and transportation issues are serious constraints.
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Indicator 4: Government Effectiveness

Is the Government/regional/local authority required to publish detailed annual
financial statements and forecasts of the national, regional and/or local budget,
including breakdowns of expenditure and budget forecasts as a result of proposed

policies and legislation?

The budgetary system of the Republic of Armenia is composed of the State
Budget and community budget. The government is responsible for the formation
of the draft state budget, and community leaders are responsible for the formation
of the draft community budget. Budget drafts are formed in accordance with the
RA Government activities, medium term expenditure framework as well as
community development programs. The state budget is approved by the RA
parliament.

The law on the budgetary system of the Republic of Armenia requires to publish
detailed budget for each state agency according to the annual work plan

presented by them, as well as the detailed report on expenditure.

According to the article 25 of the law the Cabinet shall submit to the National
Assembly the annual account on implementation of the state budget by May 1 of
the following fiscal year. The annual account on implementation of the state

budget includes:
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a) Information on the changes in the fiscal policy and the legal framework

affecting the results of state budget implementation;

b) justification of the state budget deficit (surplus) in the accountable FY, and
trend analysis thereof on the basis of the actual figures of the preceding FY and

the accountable FY;

¢) Information on the nature and amount of expenditures executed from the

Cabinet contingency fund in the accountable FY, with relevant justification;

d) Information on foreign and domestic debt in the accountable FY and servicing

thereof;

e) Other information which the Cabinet considers essential for presentation and

justification of the results of state budget implementation.

The conclusion of the Verification Chamber of the National Assembly in regard

to the annual account on implementation of the state budget includes:

a) Assessment of trustworthiness of the figures reflected in the annual account on

state budget implementation.

b) Assessment of the level of compliance with the requirements of the state

budgets law of the accountable FY.

The account is discussed and approved at the session of the National Assembly by
the second Wednesday of June in current year, pursuant to the procedure defined

in National Assembly statutes.

To ensure the publicity of development, discussion and approval of the draft state

budget, implementation of the state budget law, and verification thereof:

a) Within three days after presentation of the state budget bill to the National
Assembly, the Cabinet publishes the draft, with exception of the articles

containing state secret;

b) Discussions on the draft state budget in the National Assembly are elucidated

by mass media sources;
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c) The quarterly plan of state budget implementation is published within 15 days

after being confirmed by the Cabinet;

d) Within one month after the end of each quarter, the Cabinet published

information on quarterly implementation of the state budget.

The reports on state budget execution and community budget are published on
the web-page of the Ministry of finance!. This includes the analysis of the budget
implementation, information on brief indexes of state budget, revenues,
expenditure and deficit of budget. The information provided through reports is

published each year for quarterly and half-year basis.

The Law on self Government obliges to publish the summary of budget and the

report on spending.

In terms of openness and publicity the annual financial statements are reasonably
published and the general public has access to it. What is at interest and
considered more questionable is the content of those reports which is a subject of

more thorough and separate research.

19 http://www.mfe.am/index.php?cat=76&lang=1
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Indicator 5: Control of Corruption

Exciting long term and short term unti-corruption strategic plan;

the number of such plans, strategic documents;

detailed description of such plans-what are the objectives and outcomes of the
project, the targeted areas and etc;

number of the activities within each project;

detailed description of such activities;

indicated time framework for the actions;

expected results;

the initiators and implementing partners of the projects, funding for projects.

During 1990s, as other post-Communist states, Armenia underestimated a
destructive effect of corruption on its democratization and market development.
Officially, the fight against corruption was declared in Armenia in the early
2000s, when, in the course of the implementation of economic, political and
social reforms, corruption was revealed as an extremely serious obstacle. This was
confirmed by the studies conducted by several international organizations, for

example, The World Bank.

The first official document referring to corruption in Armenia was the Decree
NH-151 of President Levon Ter-Petrosyan on Strengthening the Fight against
Abuse of Power and Corruption signed on September 1, 1992. This Decree was

aimed to regulate the recruitment of state employees and eliminate abuse of
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power in the recruitment processes. However, no appropriate steps were taken to

enforce the Decree.

The first Armenian Anti-Corruption Strategy and its Action Plan entered into
force on December 10, 2003. It is considered however, that the Government
revised and adopted the strategy behind closed doors not taking into

consideration opinions of other stakeholders®.

By the Decree of the President of Armenia on June 2004 the Anti-Corruption
Council (ACC) and its Monitoring Commission (MC) were established. ACC was
formed to support the implementation of the anti-corruption policy of the

Armenian Government.

The analysis however reveals that ACS did not not fully incorporate the three
main components of the effective anti-corruption policy (prevention, detection
and public support). This was particularly evident with respect to detection and,
to some extent, public support components. Many internationally recognized
detectionrelated provisions, such as improving the imposition of criminal and
administrative sanctions and the mechanisms of holding persons liable for false
statements of their income and property, are absent in the Armenian ACS.
Though serious emphasis is put in ACS on embedding the concept of respect to
law in public perception, it is not clear how this could be achieved. If preventive
actions are not accompanied by effective detection of corruption crimes and
punishment of their perpetrators (about which the public should be informed),

there will be no public support for anti-corruption efforts of the Government.

The anti-corruption Action Plan included measures, which should have
ensure effective implementation of ACS. The Armenian ACS AP incorporated
about 100 measures (including sub-measures). The largest number of measures

(44) related to the economic sphere, 7 to the political sphere, 13 to public

20 Anti-Corruption policy in Armenia, Center for regional development, Transparency international Armenia,
2006
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administration, 7 to law enforcement bodies, and 10 to the judicial system. The
overwhelming majority of the measures were planned for implementation in the
period from December 2003 to the end of 2006. Six measures were planned to be

implemented periodically (see Points 1.2, 2.2,2.3, 4.11, 7.2 and 8.4 of AP).

On the whole, more than fifty laws and bylaws were passed as part of anti-
corruption measures included in the 2003-2007 ACSIAP, main bodies responsible
for the fight against corruption were established, key international anti-
corruption conventions and agreements were signed and ratified, and the country
joined the most respectable organizations enabling international cooperation in

the fight against corruption.

In terms of introducing responsibility, transparency and accountability in state
service and developing it further, Armenia established and regulated by law
various types of state service, civil and community services. The selection and
promotion of personnel for state and community service is done on a competitive
basis. The remuneration system for state and community servants is regulated and
tied to the person’s position, qualifications and experience. Training institutions
and new training programs have been created for state and community servants.
Depending on the peculiarity of each service, codes of conduct for civil servants
and ethics rules for judges, prosecutors, diplomats and other state servants have
been adopted. Fines have been set for officials for providing incomplete or
distorted information, documents or materials related to lawful interests or a
person. The Government policy in 2004-2007 was aimed at establishing public
relations offices in state bodies, which are going to be responsible for processing
and providing information, and building their capacity. Various participatory
public administration mechanisms were developed and introduced, which

became precedents and are now used in the development of various strategic
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programs. Civil society representatives are included in management boards of

major state programs?'.

The second anti-corruption policy for 2009-2012 was adopted by the RA

Government in 2009.

The main political directions and targets of the RA Anti-Corruption Strategy and
Its Implementation Action Plan were anchored in the commitments to establish
an effective public administration system and to fight against corruption,
undertaken in the RA President’s election platform and the RA Government’s
Program. At the same time, ACSIAP’s goals and objectives were separated by the
expected results on the levels of final (impact), interim and factoral results.
Moreover, each level’s results should have met the following criteria: be tangible,

realistic, measurable and comparable.

The 2012 targets for final and interim results expected from the ACSIAP
implementation were in line with the average Government Effectiveness
indicators for Central and Eastern European countries for 2007, which were
generally higher than the average indicators for ECA countries and for LAI
countries. The average Government Effectiveness indicators at that time for
Central and Eastern European countries were characteristic mostly for Bulgaria,
Romania and Hungary. Therefore, these countries’ indicators mainly coincided

with the 2012 targets for Armenia.

The 2012 interim result targets for the reduction of the level of transactional

corruption were set as follows:

- Increasing the government effectiveness: Government Effectiveness Indicator

(WBI) — 0.15 (instead of -0.16 in 2007);

2 The Republic Of Armenia Anti-Corruption Strategy And Its Implementation Action Plan For 2009-2012, Yerevan
2009
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- Improving the regulatory quality and governance functions: Regulatory Quality

Indicator (WBI) — 0.37 (instead of 0.26 in 2007).

The 2012 interim result targets for the reduction in the level of administrative

corruption were set as follows:

- Increasing the level of rule of law: Rule of Law Indicator (WBI) — -0.15 (instead

of -0.52 in 2007);

- Increasing the level of accountability, transparency and openness of public

administration bodies:

Voice and Accountability Indicator (WBI) — -0.47 (instead of -0.72 in 2007).

The 2012 interim result targets for the reaction in the level of political corruption

were set as follows:

- Increasing the level of political stability: Political Stability Indicator (WBI) —
0.23 (instead of -0.30 in 2007);

- Increasing the level of protection of political rights and civil liberties, and
improving the electoral processes: Political Rights Indicator/AA(FH) — 2 (instead

of 5 in 2007), Civil Rights Indicator/ AA(FH) — 2 (instead of 4 in 2007).

The main objective of ACSIAP implementation was to make an effective use of
preventive, criminalization and public support measures in order to reduce the
levels of transactional, administrative and political corruption in public

administration and specific sectors of the economy.

Continuous improvement of legislation regulating the sectors included in
ACSIAP and sectoral development policies was important from the point of view
of preventing corruption. In particular, this refered to the further simplification
and clarification of regulatory mechanisms and procedures in line with

international standards and best practices, adoption of provisions aimed at
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reducing corruption risks in laws and secondary legislation, adoption of
mechanisms for consistent application of legislation and control over their
enforcement, introduction of appropriate sanctions for shortcomings in the
carrying out of functions stipulated by law, and identification and removal of

contradictions and duplication in the legislation.

Ensuring the effectiveness, transparency and accountability of public
administration bodies was also important for the prevention of corruption. In
particular, it refered to the separation of functions of various state bodies,
improvement of their structures, setting up of professional criteria for employees
of state bodies, staff capacity building, introduction of systems to evaluate
employees’ effectiveness, improvement of systems of pay and social security for
state servants, legislative regulation of codes of conduct and conflicts of interests
of state and community servants, establishment of public service quality criteria,
bringing them in compliance with international standards and best practices,
evaluation of the level of citizens’ perception of and satisfaction with public
service procedures and quality, improvement of procedures for controlling the
activities of state bodies, and ensuring effective communication and cooperation

between state bodies.

Armenia’s priorities in the area of criminalization of corruption were: defining
the crimes of corruption in compliance with internationally accepted approaches,
clarifying the description of certain crimes, regulating issues related to adequate
sanctions and statutes of limitations, establishing protection for witnesses,
experts, victims and informants, effectiveness of preliminary investigation of
corruption crimes, capacity building for law enforcement agencies, and

cooperation between law enforcement agencies and civil society institutions.

The comprehensive and effective implementation of the state anti-corruption
policy in the Republic of Armenia was ensured by the Anti-Corruption Council,

established for the purpose of coordinating the activities of state bodies involved
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in the fight against corruption, eliminating the causes of corruption and

improving the state policy aimed at preventing corruption.

Adjunct to the Anti-Corruption Status, the Anti-Corruption Strategy
Implementation Monitoring Commission (henceforth referred to as the
Commission) has been established. It was chaired by the RA President’s Assistant
and was comprised of representatives of parliamentary factions and groups, non-
governmental organizations and several public administration bodies. The

Commission chairperson and members work in the Commission free of charge.

The third and ongoing anti-corruption strategy for 2015-2018

The third anti-corruption strategy for 2015-2018 was approved by the RA
Government on September 2015. 4 spheres were given priority by this strategy
where anti-corruption measures will be undertaken: healthcare, education, state

revenue collection and the police.

On 19 February 2015 the Government of the RA adopted a Decision “On
establishing an anti-corruption Council and an Expert Task Force, on approving
the composition of the Council and the Procedure for activities of the Anti-
corruption Council, the Expert Task Force and the Anti-Corruption Programmes
Monitoring Division of the Staff of the Government of the Republic of Armenia”.
It is believed that the Public Council may become an effective platform for
combating efforts of state and non-governmental sectors in the fight against

corruption.

The first sitting of the Anti-Corruption Council (hereinafter referred to as “the
Council”) took place on 28 July 2015. The Anti-Corruption Strategy of the
Republic of Armenia and its Implementation Action Plan for 2015-2018, the
Draft Agreement on Co-operation between the Government of the Republic of

Armenia and the United States Agency for International Development (USAID),
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the rules of procedure of the Anti-Corruption Council, the procedure for
activities of the Expert Task Force adjunct to the Council, the procedure for
selection of experts, the standards for selection thereof were discussed and

approved during the sitting.

In the Action Plan for 2015-2018 it is stipulated that the Public Council should
regularly consider the implementation process of the Anti-Corruption Strategy of
the Government of the Republic of Armeniacontributing to the prevention of
corruption, raising public awareness of the fight against corruption, making the

process more simple and transparent.
Armenia’s International Anti-Corruption Commitments

The RA’s anti-corruption commitments have been expanding continuously, while
the state anti-corruption policy has been tied to the country’s sustainable
development priorities, becoming one of the main directions for the

government’s activities in 2008.

In January 2004, Armenia became a member of GRECO, then in June and

December of 2004,

respectively, it signed and ratified the Council of Europe’s Criminal Law
Convention and the Civil Law Convention on corruption. GRECO’s first and

second phase evaluation report on Armenia was adopted in March 2006.

Armenia is also involved in the “Istanbul Anti-Corruption Action Plan” of the
Organization for Economic Cooperation and Development (OECD), designed for
8 former Soviet states. It is designed to improve the anticorruption policies in
these countries through the enacting of the recommendations developed by

international experts.

Within the framework of the EU European Neighborhood Policy (ENP), the

European Union and Armenia ratified an Action Plan in 2006, in which fighting
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corruption was included as a priority area. In the Armenia Action Plan, 8 anti-
corruption measures were included as special priorities, including adequate
investigation and prosecution of corruption crimes, bringing the Criminal Code
in compliance with international standards, developing ethics rules for judges and
prosecutors, holding officials responsible for wrong declarations of property and
income, increasing the judges’ salaries, etc. Almost all of the measures described
in the Action Plan are also included in the UN conventions, Council of Europe
conventions on Criminal Law and Civil Law, and in GRECO and OECD

recommendations.

In 2005, the RA signed the United Nations Convention against Corruption
(UNCAC), which was ratified by the RA National Assembly in 2006. Armenia is
required to submit a self-evaluation report to the UN Office on Drugs and Crime,
based on questionnaires prepared by the latter, in the preliminary stage of

monitoring the UNCAC.

Conclusion

Despite the existing and past anti-corruption strategies Armenia still remains
corrupted country with high ranks within the corruption assessment index by

Transparency International Corruption Perception Index?.

A particular clear feature of corruption in Armenia is the presence of so-called
oligarchs who enjoy the fruits of a shadow economy estimated to account for
around 35 per cent of Armenia’s GDP. Patronage networks and a lack of clear
separation between private enterprise and public office act as an important
barrier to effective anti-corruption efforts. As a consequence the majority in the
society believe that corruption in the public sector is a problem or a serious
problem with the judiciary and the civil service perceived to be the sectors most

affected by corruption?. Moreover, despite the adoption of anti-corruption

22 http://www.transparency.org/cpi2015
2 http://transparency.am/files/publications/1436175393-0-361397.pdf
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strategies people do not have trust in the anti-corruption strategy and in the

activities of the Public Council.

The ongoing anti-corruption strategy among other issues includes numerous
approaches recommended in the Armenian National Integrity System assessment,
particularly with regards to reform of the civil service and executive branch.
These include, among other things, prevention of conflicts of interest, a more
effective asset declaration system for public servants and high-ranking officials,
improvement of the merit-based appointment system for civil servants, and
enhanced public sector fiscal transparency and disclosure of non-classified
information. However, the results of the strategy and anti-corruption fight are

not still tangible.
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CONCLUSIONS AND RECOMMENDATIONS

The analysis of the above-presented indicators shows that the implementation of
good governance best practice in Armenia still depends on major challenges. One
of the key challenges remains the absence of rule of law and accountability with
the stabile existence of corruption risks in the country which hinters also the

economic, political and social development of the state.

Corruption risks and problems related to it are central in governance. Public
power is exercised mainly for private gain and the state is overall captured by
elites and private interests. Which results in mistrust from public towards the
government and its policies. The best example is the ongoing anti-corruption
strategy which has not yet resulted in any positive change and the general public
does not believe in its effectiveness and realism. Yet the major political oligarchs
and corruptionners remain untouched. As a consequence, citizens and small
business holders consider corruption a major problem and the public awareness of
its negative effects is rising. One of the key challenges, in this regard, is the
failure to properly implement country’s anti-corruption policies, legislation and
institutions. Moreover, corruption crimes need to be properly and effectively

investigated and prosecuted.
So, to insure more effective anti-corruption fight the Government has to:

e ensure vigorous implementation of anti-corruption strategies through
stronger leadership and necessary resources

e actively and effectively involve civil society in policies

e strengthen the investigation and prosecution of corruption particularly
among high-ranking officials

e guarantee more transparent and reasonable public procurement system
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The political system still lacks checks and balances. The dearth of competition
and political accountability in the system leads also to serious deficits in other
areas including: consistent application of rule of law and citizens’ meaningful
participation in political and economic process with their voice to be effectively

listened.

Despite the changes and amendments in legislation and mainly in business
regulations, small business is not yet enough developed. This is connected with
lack of competition, regional disparities, large informal sector and weak
implementation of regulations. Moreover, unemployment and poverty remain

major concern.

In this regard to insure better regulatory quality both in theory in terms of

legislation and in practice, the Government needs to:

e Ensure better implementation of regulations with the aim to promote the
development of the private sector

e Support the further development of small and medium business with
sound policies

e Develop and diversify competitive export industries

¢ Integrate financial markets to longer term development

In terms of participatory policymaking the situation is more encouraging. The
laws and procedures governing civil participation in political decision-making are
enough to enable public’s participation in the decision-making processes.
However, the culture of consultative communications and civil society
participation in decision-making must go hand in hand with a culture of
transparency. This requires more effectiveness and active participation from civil
society and more transparency and accountability from the government. To
support this, ministries, government agencies, and local authorities need the
knowledge and resources, namely budget allocations and training in the

policymaking process, to be able to coordinate public consultations around new
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initiatives and laws - and civil society also needs to have received training to be a

professional, constructive partner in the process.

Information sources

The data used for this report has been gathered from state reports, governmental
policies, legislation and strategies. Reports of the international organizations and
studies have been used to complete the information presented below. Further, the
report is based also on the findings and information of the organization gathered

during its daily activates in various spheres and implemented projects.
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