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DEVELOPMENT OF A MEDIUM-TERM STRATEGY FOR THE RA PUBLIC 
DEBT MANAGEMENT 

 Aghasi TAVADYAN PhD in Economics, Associate Professor, ASUE 
Gevorg ASLANYAN PhD student at chair of Mathematical Methods in Economics, ASUE 

 Key words: public debt, strategy, debt/GDP, MTDS, shock, deficit, interest rate, exchange rate  
Introduction․ Public debt management is defined as the process of creating and 

implementing a government's debt management strategy to raise the required amount of 
financing in the medium to long term at the lowest possible cost consistent with a reaso-
nable degree of risk. It should also be consistent with any other public debt management 
objectives that the government may set, such as developing and maintaining an efficient 
market for government securities[WB, IMF, 2014]. For emerging market countries, it is 
usually cheaper to borrow in a low-coupon foreign currency than in a domestic currency. 
On the other hand, foreign currency borrowings usually increase portfolio risk (increased 
foreign currency exposure). Although short-term borrowing is cheaper in most cases 
than long-term borrowing, the risk is higher because short-term interest rates are more 
volatile and loans must be refinanced more often (increased interest rate exposure and 
refinancing risk). Taking into account the above-mentioned issues, there is a need to 
develop different debt management strategies and evaluate their consequences on debt 
portfolio and debt burden characterization indicators. 

Methodology․ The analysis of the debt management strategies of the RA govern-
ment was carried out using the medium-term debt strategy analytical tool (MTDS) deve-
loped by the World Bank and the IMF, the results of which were presented in the form 
of graphs and tables. To use the MTDS tool, the steps for designing a debt management 
strategy are defined [Estevao, Savastano, 2019, 43] which are: 

 Identification and definition of public debt management goals, 
 Analysis of existing debt 
 Identification and analysis of possible funding sources, 
 The study of fiscal and monetary policies as well as external and market risks 
 Evaluation and classification of alternative strategies 
Literature review․ The process of developing debt management strategy includes 

defining debt management objectives, examining the costs and risks of different 
strategies, and having a strong governance model in place, including ensuring that debt 
managers are competent to implement the strategy effectively [WB, 2017, 10]. 
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Guidelines and tools developed by the IMF and the WB are often used to develop 
and evaluate debt management strategies, the most popular of which are։ 

 MAC DSA: is a deterministic model of debt sustainability of countries with mar-
ket access, based on the debt accumulation formula and simulations of shocks to its indi-
vidual elements, as well as the established debt burden thresholds [IMF, 2013] 

 DeMPA - Debt Management Performance Assessment Tool, a methodology for 
assessing debt management performance through a comprehensive set of indicators, co-
vering the entire range of government debt management functions [WB, 2021, 12]:  

 MTDS - An analytical tool for medium-term debt strategies aimed at helping 
countries develop effective medium-term debt management strategies. It provides an 
opportunity to analyze several debt management strategies at once, applying economic 
shocks to them [Estevao, Savastano, 2019].   

When evaluating strategies, it is necessary to assess interest rate, exchange rate, 
refixation, as well as liquidity, operational and credit risks [WB, 2017, 32-33]. It is 
important to take into account that the guidelines do not replace but complement each 
other and their simultaneous use is important. 

Scientific novelty․ By studying the indicators of the debt of the RA government in 
the previous periods, 3 different debt management strategies were developed. Using the 
MTDS model, the risks of the debt portfolio and the debt burden were assessed for each 
of the strategies. Forecasting of some macroeconomic indicators was carried out for the 
evaluation of strategies. In the case of the first strategy, we continued to provide funding 
for the budget needs largely from internal sources, in the case of the second strategy, the 
satisfaction of the budget funding requirement at the expense of internal sources occurs 
faster and during the last projected year, it is about 85%, and in the case of the third 
strategy, new credit funds are attracted in such a way that the internal sources for 
financing the budget deficit do not exceed the share of domestic debt in the debt 
portfolio in 2022. The selected strategies are sustainable to exchange rate and interest 
rate shocks. Taking into account the obtained results and the goals of the RA 
government's debt management, the first strategy is a more preferable option in the case 
of a comparative analysis of the results/risks, so it is recommended to continue the 
increase of internal sources among the financing sources of the budget deficit. 

Analysis․ For the development of debt management strategies of the RA govern-
ment, taking into account the currency of existing loans, maturity, type of interest rate 
(fixed or floating), amount of interest rate, 12 types of loans were distinguished. 

From international organizations: 
1. Floating 
2. Fixed 
3. Floating/fixed 
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From foreign countries: 
4. Fixed 
5. Floating 
From commercial banks 
6. Fixed 
7. Floating 
Government bonds 
8. Up to 1 year repayment period 
9. 3-5 years repayment period 
10. 10-30 years repayment period 
11. Savings bonds 
Stae Guarantees 
To assess the government's debt management strategies, the following key 

macroeconomic projections were made 
Table 1. Key assumptions underlying debt management strategies 

 2023 2024 2025 2026 2027 2028 
Nominal GDP (AMD) 9652.4 11007.2 11997.9 13197.7 14517.4 15969.2 

GDP deflator growth (%) 6.4 4.2 4.0 4.0 4.0 4.0 
Real GDP growth (%) 7.2 7.1 7.0 7.0 7.0 7.0 

Source: author's calculations, Ministry of Finance, Central Bank 
We pay particular attention to the typical risks of the debt portfolio over the past 

four years. Debt/GDP ratio due to epidemic and Artsakh war in 2020 had exceeded 60%, 
which was to be reduced over the next 5 years. 2021 it decreased to 60.3%, and in 2022 
in the conditions of double-digit economic growth and exchange rate depreciation of 
about 20%, it decreased to 46.7%. We noticed that the benchmarks for the evaluation of 
the exchange rate risk in the 2023-25 [RA MoF, 2022] debt management strategy have 
been tightened, and the refixation risk benchmark has been reduced.  

Table 2. 2023-2025 benchmarks of the government debt portfolio (2022 benchmarks) 
 Benchmark 2019 2020 2021 2022 
Nominal GDP  3278.7 3923.9 4209.8 3969.7 
Debt/GDP  50% 50.0 63.5 60.3 46.7 
Refinancing risk      
Average repayment period 7-10 (8-11) years 9.1 years 8.8 years 8.4 years 7.9 years 
Proportion of GTB repaid next year in 
the volume of GTBs (the end of year) maximum 20% 12.7% 11.5% 10.5% 12.9% 
Interest rate risk      
The weight of the fixed interest rate 
debt in total debt at least 80% 83.8% 80.4% 82.9% 82.9% 
Exchange rate risk      
The share of domestic debt in total debt at least 30% (25%) 22.5% 25.4% 29.4% 41.5% 
The share of debt in AMD in total debt at least 30% (25%) 20.8% 24.4% 28.8% 38.0% 

Source: author's calculations, Ministry of Finance, Central Bank 
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Examining the indicators of the Debt Portfolio, it can be assumed that the risks 
inherent in the debt portfolio are decreasing in recent years. In particular, the bench-
marks set for external debt and foreign currency debt were exceeded by about 20%. 
Three options were considered for developing the government's debt strategy. 

1. Strategy 1. Taking into account the 2023 borrowing plan[RA MoF, 2022], 
according to which the share of domestic debt should be increased in the state debt, as 
well as studying the existing debt portfolio according to the credit instrument, we 
continued to provide financing for the budget needs largely at the expense of domestic 
sources. The share of domestic debt has slowly increased over the forecast years. The 
debt portfolio toolkit has not undergone significant changes. Among domestic sources, 
the share of medium-term and long-term bonds increased during the forecast period. 
2025 new Eurobonds will be issued to redeem the issued Eurobonds in 2015. 

2. Strategy 2. Satisfying budget financing requirement at the expense of internal 
sources occurs at a faster pace and during the last forecasted year it is about 85%. In 
order to finance the deficit through domestic sources, the share of short-term bonds has 
increased. It has also been assumed that Eurobonds will be issued in 2025 and 2027. 

3. Strategy 3. Internal sources for financing the budget deficit do not exceed 2022. 
the proportion of domestic debt in the debt portfolio. The emerging debt toolkit is the 
same as in the second strategy. 

Table 3. Debt portfolio data of evaluated strategies 

 
Source: author's calculations, Ministry of Finance, Central Bank 
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Obtained results need to be evaluated. The debt-to-GDP ratio in the last forecast 
period is 42.5-43% for the three strategies, which is an estimate of debt sustainability. 
The relative weight of the debt to be repaid within one year has increased in the total, as 
the relative weight of long-term concessional external debts has decreased in recent 
years. The average time to maturity is the highest in the case of the third strategy, which 
is among the benchmarks of 2023-25s. Among the presented strategies, the debt in-
volved in the second strategy has the highest present value. We also need to present the 
debt/GDP ratio and the riskiness according to the mentioned strategies. Thus, the second 
strategy contains the least risk, but the debt/GDP ratio is higher than the other strategies. 
The third strategy has the lowest debt-to-GDP ratio, but carries more risk. The first 
strategy is an averaged version of the previous two. 

Figure 1. RA government debt/GDP ratio in 2028

 
Source: author's calculations, Ministry of Finance, Central Bank 

It is also essential to present the ratio of debt service payments to GDP for each 
Strategy. The third strategy has a debt service/GDP ratio of about 5%, which is lower 
than the other two strategies. As with the previous indicator, the first strategy is an ave-
raged version of the two strategies.  

Now we shall analyze the responses of the debt/GDP ratio to interest rate and 
exchange rate shocks for each strategy. Taking into account the more than 20% 
devaluation of the US dollar in 2022, the 15% and 30% devaluation of the AMD in the 
second forecasted year was considered as an exchange rate shock. An interest rate 
increase of 2 (weak shock), 4 (strong shock) percentage points in the forecasted years 
was considered as an interest rate shock. 
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Figure 2. RA government debt service/GDP ratio in 2028

 
Source: author's calculations, Ministry of Finance, Central Bank 

All three strategies respond more to exchange rate shocks than to interest rate 
shocks. The main reason for this is that the government's debt portfolio is dominated by 
fixed-rate loans. Taking into account the fact that in the case of the third strategy, the 
foreign currency debt in 2028 is 69.3%, the debt/GDP ratio reacts more sharply to 
economic shocks, exceeding 49%. In general, it can be concluded that the chosen 
strategies are sustainable to the above-mentioned shocks.  
Figure 3. Government debt/GDP ratio during the interest rate and exchange rate shocks 
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Strategy 2 

 Strategy 3 

 Source: author's calculations, Ministry of Finance, Central Bank 
Conclusion․ Summing up, we can mention: 
 In the case of the three developed strategies, the Debt/GDP ratio in the last 

forecast period is 42.5-43%, which is an estimate of debt sustainability. 
 The relative weight of the annual debt to be repaid has increased in the total, as a 

relative weight of long-term foreign concessional debts has decreased in recent years. 
 The indicator of the average time to maturity is the highest in the case of the third 

strategy, which is in the 2023-2025 benchmarks. 
 Among the presented strategies, the debt involved in the second strategy has the 

highest present value. 
 In case of the third strategy, the debt in foreign currency in 2028 is 69.3%, and as 

a result, the debt/GDP ratio reacts more sharply to economic shocks, exceeding 49%. 
 Selected strategies are sustainable to exchange rate and interest rate shocks. 
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 Taking into account the results presented above and the goals of the RA govern-
ment's debt management, the first strategy is a more preferable option in the case of a 
comparative analysis of the results/risks, so it is recommended to continue the increase 
of domestic sources among the financing sources of the budget deficit. 
Referances։ 1. World Bank and IMF-''Guidelines for Public Debt Managemenт'', 2001, revised in 2014 
2. IMF & WB, Marcello Estevao (WB) and Miguel Savastano (IMF) '' DEVELOPING A 
MEDIUM-TERM DEBT MANAGEMENT STRATEGY FRAMEWORK (MTDS) – 
UPDATED GUIDANCE NOTE FOR COUNTRY AUTHORITIES '', p43, 2019 
3. WB-՛՛Government Debt Management: Designing Debt Management Strategies՛՛, p10, 2017 
4. IMF-“STAFF GUIDANCE NOTE FOR PUBLIC DEBT SUSTAINABILITY ANALYSIS 
IN MARKET-ACCESS COUNTRIES”, 2013  
5. WB-''Debt Management Performance Assessment Methodology'', p2, 2021 
6. IMF & WB, Marcello Estevao (WB) and Miguel Savastano (IMF) -'' DEVELOPING A 
MEDIUM-TERM DEBT MANAGEMENT STRATEGY FRAMEWORK (MTDS) – 
UPDATED GUIDANCE NOTE FOR COUNTRY AUTHORITIES '', 2019 
7. WB ՛՛Government Debt Management: Designing Debt Management Strategies՛՛, p.32, 2017 
8. RA Ministry of Finance, 2023-2025 Strategic Plan for Government Debt Management, 2022 
9. RA Ministry of Finance, 2023 Annual Borrowing Plan, Yerevan, 2022 
10. RA Ministry of Finance, State debt of RA 2020" annual report, Yerevan, 2021. 
11. RA Ministry of Finance,' Monthly report of the RA state debt,  2022' 
12. CBA, 'Inflation report, Yerevan, 2022. 
 
Aghasi TAVADYAN, Gevorg ASLANYAN 
Development of a medium-term strategy for the RA public debt management 
Key words: public debt, strategy, debt/GDP, MTDS, shock, deficit, interest rate, exchange rate 

 The process of developing a debt management strategy includes defining debt manage-
ment objectives, examining the costs and risks of different strategies, and having a 
strong governance model in place, including ensuring that debt managers are competent 
to implement the strategy effectively. In this article, the analysis of the RA government's 
debt management strategies was carried out using the medium-term debt strategy 
analytical tool (MTDS) developed by the World Bank and the IMF. To evaluate the 
government's debt management strategies, forecasts of macroeconomic indicators were 
carried out. By studying the indicators of the debt of the RA government in the previous 
periods, 3 different debt management strategies were developed. In the first two cases, 
the specific weight of the debt in AMD in the debt portfolio is increased, and in the third 
case, new credit funds are attracted in such a way that the internal sources for financing 
the budget deficit do not exceed the share of domestic debt in the debt portfolio in 
2022.. Using the MTDS model, the risks of the debt portfolio and debt burden were 
assessed for each of the strategies. According to the obtained results, the selected 
strategies are sustainable to exchange rate and interest rate shocks. Taking into account 
the obtained results and the goals of the RA government's debt management, the first 
strategy is a more preferable option in the case of a comparative analysis of the re-
sults/risks, so it is recommended to continue the increase of internal sources among the 
financing sources of the budget deficit. 
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FORECASTING OF ECONOMIC RISKS IN THE CONTEXT OF STRATEGIC 
DEVELOPMENT PROGRAMS 

 Tatul MANASERYAN Ph.D., Doctor of Science in Economics  
 Key words: forecast, economic growth, strategic planning, competitiveness, risk management  

Introduction. Our study of the problems of economic risk management and impro-
ving competitiveness proves that neither the isolated efforts of the state, nor the private 
sector, nor the civil society can lead to the desired results. Targeted and deep coopera-
tion between the state, the private sector and the civil society, especially the expert 
community of the latter, is necessary in the processes of effective management of econo-
mic risks in the country and beyond, and in the processes of increasing the competitive-
ness of the economy and the country's international standing. All of this, in turn, implies 
that the aforementioned principles must necessarily be included in the current, mid-term 
and prospective strategic planning programs of the RA economy. Moreover, the fore-
casts of economic risks and the inflation rates and calculations based on them are increa-
singly important in strategic plans.  

Methodology. We have used methods of comparative analysis in our study to re-
veal the the causes of different ratings of countries depending on the levels of economic 
development. On the one hand, for the micro level, we use the method generalizations to 
examine and summarize the uncontrollable forces (changes in tax laws, capture of 
dominant positions by competitors), and at the macro level, when they can turn into 
internal or controllable factors (stabilization of the legal framework, the state's fight 
against monopolies, etc.). Therefore, internal and external factors are also considered. In 
turn, they not only dependent on each other, but can also condition each other's spheres 
of influence. Since the predicted phenomenon precedes the reflection of reality and is 
based on knowledge of the laws of nature, society, and thinking, two main approaches 
are considered for the forecasting process: inductive and deductive. At the same time, it 
can be considered as a set of scientifically justified assumptions, expressed in qualitative 
and quantitative ways, in relation to the parameters of the future of the economic system. 

Literature review. The forecasting institute is separately analysed by a number of 
experts with less attention on either one of the most important issues of tripartite 
cooperation between the state - the private sector - the expert community. While some 
experts justify that during forecasting, the state of the object in the future is determined 
by the laws revealed by the laws (experience) of private results, past and present 
behavior [Ferlie and Ongaro, 2015, 49-54; Boyne and Walker, 2004, 231–252], others 
believe that  the forecast is carried out from the existing level of knowledge (over time), 
and the final results of the object's development form the content of the forecast [Frølich, 
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et al., 2019, 21-53; Pandey, 2017, 245–270]. Finally, in some expert opinion the norma-
tive forecast is focused on the fact that the final goal of the development of the object or 
process in the future is defined [Bryson, 2004; Desmidt, et al., 2018, 340-359]. In rea-
lity, the content of the forecast is the determination of private forms, means and condi-
tions for achieving the goal. In this case, the prediction is carried out from the given 
goal, as was the passage of time [Saffo, 2007, 92]. 

Scientific novelty. We have examined the role institute of forecasting in close 
relationship with strategic planning process based on the outcome of economic reforms 
in Armenia. Also, we paid special attention to the impact of internal and external factors 
on the process of economic forecasting. In addition, the role of the cooperation between 
the government, civil society and the private sector is evaluated in forecasting. 

Analysis. Obviously, the strategic plan is a document derived from forecasts, 
which contains a system of indicators and measures aimed at solving socio-economic 
problems, defines ways and means of development in accordance with tasks, justified by 
management decisions [Petropoulos, 2022, 705-871]. A forecast and a forward-looking 
plan mutually complement each other, as the forms of combination of a forecast and a 
plan can be very different. For example, the forecast can precede the development of the 
program, in most cases, follow it (in terms of predicting the consequences of the deci-
sion made) and is carried out in the development process, while the program has an inde-
pendent role, especially in large economic systems (region, state), when it is impossible 
to ensure accurate indicators. decision, that is, the program acquires the character of a 
document developed with probability and practically turns into a forecast. Because fore-
casting always precedes strategic planning in the management cycle, it is often consi-
dered a sub-function of planning. The outcome of forecasting and planning is decision-
making about what to do and how to do it. In carrying out these management functions, 
alternative options for further actions are developed and evaluated, from which the best 
one is selected. Forecasts are necessary at micro, meso and macro levels, as well as at 
global levels. In recent years, every country has been closely following the forecasts of 
international authoritative structures1.  

The process of state regulation of the economy includes the implementation of 
many functions. These include forecasting and planning, organization, coordination and 
regulation, accounting, control and analysis, activation and promotion. As a rule, mana-
gement functions are always aimed at achieving management goals. Since the goal of 
management is formed within the functions of predictive programming, it can be noted 
that these functions are key in the system of state regulation of the economy. In modern 
conditions, forecasting is of unprecedented proportions. The role of predictability is con-

                                                             1 https://www.weforum.org/agenda/2023/02/imf-raises-growth-forecasts-for-2023 
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stantly increasing with the acceleration of scientific and technological progress, the 
implementation of complex management tasks, and the effective functioning of uncer-
tainty [Knight, 2003, 112-114]. Forecasting is the primary basis in economic develop-
ment management, as any management decision has a forecasting component or prog-
rammed orientation. Forecasting reveals uncertainty in the system, justifies the factors 
through which business and other goals are realized. 

 Figure 1. Global forecasts by region, 2023. 
The identification of risks, their assessment and management, as well as the study 

of the factors influencing the emergence of risks, have a special role in forecasting 
practice [Shoumen, et al., 2008, 11-14]. Experience shows that business risks can arise 
as a result of the implementation of activities due to the influence of many factors. They 
can be caused by internal company decisions, problem solving, or the general influence 
of the higher business environment. Analysis of the current state of the economy allows 
us to distinguish the following reasons leading to business risks: the economic crisis, in-
creasing criminalization of society, high level of inflation, political instability, irrespon-
sibility shown by business entities, imperfection and continuous variability of legislative 
acts regulating business activities, the absence of a real entrepreneurial right, which does 
not prevent a decrease in the overall level of risk, the lack of personal responsibility of a 
significant part of entrepreneurs for the results of their activities, which increases the 
"moral" risk of any transaction, the dependence of some forms of entrepreneurship on 
the criminal world, the inability of law enforcement agencies to protect businessmen, 
unreasonable intervention of politicians in the economy, unjustified increase of manage-
ment apparatus at macro and local levels, unstable tax legislation, changes in the tax bur-
den and mandatory payments, low level of awareness of entrepreneurs about market and 
entrepreneurship issues, etc. 
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External factors affecting the level of business risk taken into account during fore-
casts are divided into two groups: direct impact factors and indirect factors. Direct inf-
luence factors have a direct impact on the results of business activities and the level of 
risk. Indirect factors cannot have a direct impact on business activity and risk level, but 
contribute to its change [Young, et al., 2016]. Using time series statistics, the probability 
of adverse events and the amount of damage can be estimated. This method is particu-
larly suitable for forecasting frequent and homogeneous events. There are also a number 
of fundamental difficulties associated with developing and evaluating scenarios. 

Currently the forecast of economic development cannot be made without develo-
ping risk situations, the possibility of their occurrence, identifying such situations, iden-
tifying such risks and their combination in each period of development, and developing 
tools and methods [Dvorsky, et al, 2020, 1690-1708]. 

The index of perception of corruption calculated by "Transparency International" 
is an important indicator during forecasts, which has also declined in recent years. 
According to the data, it ranked 94th among 177 countries with 36 points, next to a num-
ber of weakly developing countries in Africa and Asia. Armenia has worsened the re-
sults in the index of perception of corruption. If in 2020, 2021 Armenia had 49 points 
according to this number, now it has 46. This is troubling because Armenia has dropped 
by 3 points and reflects the problems of maintaining counterbalances, benevolence of 
law enforcement officers, independence of the judicial system and protection of civil 
space. Georgia's corruption perception index scores are higher than Armenia's. In 2019, 
when Armenia's anti-corruption strategy for the next 3 years was adopted, the goal of 
that document was to increase the perception of corruption to 55. 3 years have passed, 
Armenia's successes have stopped in terms of the perception of corruption, and accor-
ding to the index of 2022, we have even retreated. According to CEC data, Denmark, 
Finland and New Zealand have the best indicators in the world1.  

 
Map 1․ Corruption perception index in the world in 20222 

                                                             
1 https://www.civilnet.am/news/690469/ 2 Corruption perceptions index, 2022, Transparancy International, 
https://www.transparency.org/en/cpi/2021 
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Taking into account the developments of recent years, the current main trends in 
the economy of Armenia, regional and global processes, as well as using the modern 
methodology of strategic planning, the following possible predictable scenarios of eco-
nomic development can be presented. In our opinion, the RA economy can be restored in 
2024. and in the following years, exceeding the pre-crisis level, and in the future it may 
continue to develop at a stable, but slightly slower rate, which will also be due to the 
relatively low growth rate of the world economy, providing an annual economic growth 
of about 3-4 percent. 

As for the main macroeconomic indicators, the following developments can be 
expected. GDP may be on an upward trend over the next ten years, surpassing the 
average growth rate of the early 2000s. These developments may take place as a result of 
the following predicted changes in the currently formed GDP branch structure: In the 
sectoral structure of the GDP, the exportable sector of the economy can play a leading 
role and become a driving force of economic growth, mainly due to industry, as well as 
the service sector, acting as a branch serving economic activity. Incentives for economic 
development will be gradually shifted to branches operating on the basis of increasing 
capital and scientific potential. In other words, sectors with high productivity can gra-
dually become leaders. 

Taking into account recent world market developments, a certain slowdown in the 
pace of development of the world economy, as well as the instability of the geopolitical 
situation, it can be predicted that the inflationary environment formed in 2022 (8.8% inf-
lation1) will be further formed under the influence of various economic factors, condi-
tioning the possible fluctuation of inflation. preservation. 

At the same time, in general, the impact of these factors on inflation is expected to 
be mostly balanced. Developments in the domestic economy, with a certain reduction in 
consumption growth rates and a progressive increase in savings, will also have a ba-
lanced impact on the inflationary environment. In the next five to ten years, the projected 
inflation can be within the central value of the target target - 4%, and under the influence 
of some external factors, it can be even higher. Developments in the external sector can 
be mainly influenced by the development of the domestic economy, the continuation of 
qualitative changes in the structure of the economy, as well as the process of deepening 
the integration of the RA economy into the international economy. In this context, it is 
predicted that the external openness of the country will have an increasing trend during 
the forecast period, which will be mainly due to a significant increase in the volume of 
export-oriented industrial output. Under these conditions, the increase in import demand 
can generally coincide with the GDP growth rate. In addition, both the internal and 

                                                             1 https://hetq.am/hy/article/152018 
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external economy may have a significant impact on the implementation of CEPA, as 
well as the EAEU Armenia's membership process and the expected results, which may 
also create certain challenges for the strategic planning of the country's economic 
development and the effective national model. in terms of application. 

Experience shows that strategic planning is impossible to imagine without econo-
mic development forecasts. In this regard, taking into account the factor of global uncer-
tainty, which is becoming increasingly large in the world, the question arises as to whe-
ther it is possible to make any realistic predictions in such a situation. In fact, forecasts 
are conditioned by several, sometimes, contradictory factors and possible development 
scenarios at the same time. Their multi-faceted analyzes allow us to assume that, for 
example, at the initial stage of the global financial crisis, even if an agreement was rea-
ched between the negotiating parties, the protracted process of the negotiations itself had 
already increased the probability of a decline in the credit rating of the United States1.  

Consequently, the economic condition of Americans also worsened significantly, 
taking into account the high unemployment rate and the slow economic recovery. 
During the period of the Russian-Ukrainian conflict, many people attribute the further 
pace of development of the Armenian economy to the weakening of the Russian eco-
nomy and the prediction of new, crisis phenomena in it. In particular, in 2022 After 
double-digit economic activity of more than 14 percent in 2023. For 2015, Fitch 
predicted less than half of the economic growth, around 6.4 percent, due not only to the 
global recession, but also to the weakening of Russia's economic position2. In our opi-
nion, the role of the US economy and the national currency of that country is less im-
portant, and in some cases more important for our country. 

And what effect could the further instability of the US financial system have on 
Armenia? Our studies suggest that the effects can be varied and multifaceted. In the case 
of the implementation of the targeted scenario of socio-economic development, the 
expected growth of industrial output by 2030 compared to 2022 can be doubled. 

Conclusions. In general, the forecasting of economic risks, the problems of increa-
sing management efficiency and competitiveness are not only important, but also vital in 
the current and prospective development programs of economic development. Moreover, 

                                                             
1 In fact, the world-famous Moody's, Standard and Poor's and other international agencies had 
already revised and downgraded the former super-excellent AAA rating of the USA precisely 
because of the possibility of further shocks. According to Bart Melek, head of strategy at TD 
Securities, another authority, a financial default can seriously hinder the recovery and recovery of 
the economy. A US downgrade could and did have a far-reaching impact on the US economy, as 
the cost of servicing government debt would also increase, which we believe could lead to interest 
rate hikes in everything from the mortgage market to credit cards and student loans. 2 Fitch have predicted 6,4 % economic groth for Armenia, https://news.am/arm/news/745064.html 
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they require continuous cooperation of the state, the private sector and the expert sector 
of civil society, not only within the country, but also in the sphere of Armenia's external 
economic relations. Therefore, it is important to evaluate the development models since 
independence compared to the entire socio-economic development of the country. 
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 Despite the non-coordinated trends of technological modernization of various sectors of 
the economy, the problem of structural reforms of the economy has not yet been 
resolved. The continued instability of the global economic system and the uncertainty 
about its development prospects, combined with the decrease in resources available to 
the state, and the decrease in profitability in the production sectors, make it more 
difficult to predict the future. The high interest rates of loans given to non-financial 
organizations also make it difficult to solve the priority problems of the development of 
the industrial branches of the economy. There is a slowdown in the growth rate of loans 
to non-financial organizations, as well as a decrease in investments in fixed assets. The 
programs implemented in the high-tech industry and services sector, although they 
contribute to the rapid development of the relevant sectors of the economy, are still not 
able to contribute to the rapid growth of the GDP due to the still underdeveloped nature 
of the mentioned sectors and insufficiently high competitiveness of their products.  
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Introduction. Proposing justified approaches to increase the competitiveness of 

Armenia's agriculture requires taking into account and assessing the influence of the 
factors that determine it, to highlight the factors that influence to a greater or lesser 
extent, which is possible as a result of the quantitative assessment of the said effect using 
regression models and econometric calculations. Although the role of such assessment is 
becoming more and more important in the economic literature, the evaluation of the 
quantitative relationship between not all result and factor indicators related to the 
branch, including the agriculture of our republic, has received the necessary attention. In 
this case, it refers to the statistical relationship between individual characteristics of 
competitiveness, which are the following result indicators: the value of the gross agricul-
tural product, the agricultural product index, the productivity and commodity of agricul-
ture, and the allocations from the RA state budget to the agricultural sector considered as 
a factor. If we take into account that there is a statistical relationship between these 
allocations and not all characteristics of agricultural competitiveness, which are the 
result indicators, then the identification of such a relationship becomes more important. 
In this context, the quantitative assessment of the impact of state policy on the competi-
tiveness of RA agriculture is gaining relevance. 

If we also take into account the special role of state policy in increasing the com-
petitiveness of agriculture in terms of creating the necessary conditions, a favorable en-
vironment, and the need to identify the greater or lesser impact of that policy on the 
competitiveness of the sector compared to other factors, then our understanding of the 
relevance of the above assessment is more complete. 

The purpose of the article is to evaluate the quantitative impact of allocations from 
the RA state budget to the agricultural sector, considered as the bearer of state policy, on 
individual characteristics of its competitiveness: the value of the gross agricultural pro-
duct, the index of the volume of agricultural products, the productivity and commodity 
of agriculture. 
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Our tasks in this study are to specify the scope of agricultural competitiveness cha-
racteristics that have a statistical relationship between them and the indicator of allo-
cations from the RA state budget to the agricultural sector, as well as to perform a reg-
ression analysis characterizing the impact of the mentioned allocations. 

Methodology. The article uses dialectics, scientific abstraction, comparative 
analysis, logical and statistical methods. The application of the dialectic method is 
clearly seen when observing the movement of individual indicators in the tables included 
in the research over a number of years and determining the degree of closeness of the 
relationship between them using appropriate formulas. The application of the scientific 
abstraction method applies to the entire research, since the scope of the latter is limited 
to individual characteristics of agricultural competitiveness and one factor affecting 
them, that is, others were not considered. The application of the comparative analysis 
method found its expression in the comparative analysis of the impact of the budget 
allocations to agriculture on the individual characteristics of agricultural competitive-
ness: the value of the gross production of the agricultural economy, the volume index of 
agricultural products, agricultural productivity, and the level of commercialization, the 
results of which are reflected in the conclusions of the article. The use of statistical me-
thods is demonstrated in the calculations of correlation and determination coefficients. 

Literature review. A number of economists have paid particular attention to the 
factors related to the institute of competitiveness in agriculture [Borel, 2014, p.4], [Lens-
kaya, 2013, p.87], [Saubanov, 2010, pp.38-53], [Klyukach, 1998, p.208], [Bespyatnykh, 
2000, p.200], [Koryakina, 2017, p.28]. Some authors have identified a more limited or 
comprehensive range of the mentioned factors. As a result, individual factors were so-
mehow left out of view. We study, in particular, the state policy as such, which has not 
been considered by experts as a factor determining the competitiveness of agriculture. 

It is also noteworthy that in the economic literature, the state policy factor was 
mostly considered in the context of contributing to the increase of the competitiveness of 
agriculture through the use of appropriate levers and the implementation of specific 
measures. As a result, the issues of quantitative assessment of the impact of this factor 
on the competitiveness of the mentioned branch have not yet been studied in the 
necessary depth, especially when it comes to the assessment of the impact of budget 
allocations considered as the bearer of state policy on individual characteristics of the 
competitiveness of RA agriculture with regression analysis. In other words, the study of 
the above-mentioned issues is mostly limited by the theoretical judgments related to the 
regression analysis, and in the context of the competitiveness of RA agriculture, not the 
necessary attention was paid to the identification of the statistical relationship between 
all the result and factor indicators. 
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Scientific novelty. In the studied period, the statistical relationship between the 
individual characteristics of the competitiveness of RA agriculture – the value of the gross 
production of agriculture, the volume index of agricultural products, the level of agricultural 
productivity and commercialization and the factor of budget allocations to agriculture are 
considered as the bearer of state policy, as well as the characteristics on which the mentioned 
factor had more or less influence. 

Analysis. The results of the regression analysis are characterizing the influence of the 
state policy on the competitiveness of the agriculture of the Republic of Armenia. We used 
the following approach for the quantitative evaluation of the influence of state policy on a 
number of indicators determining the competitiveness of agriculture. As the bearer of state 
policy, we observed the allocations from the RA state budget to the agricultural sector and 
by calculating the correlation and determination coefficients, we tried to estimate their quan-
titative impact on the value of the gross agricultural product, the agricultural product volume 
index, agricultural productivity and agricultural commodity. Baseline data for calculations 
were taken for a long period of time, 15 years (budget data are available since 2007). The 
mentioned baseline data are presented in Table 1. Then, we first tried to assess the nature of 
the relationship between the state budget allocations to agriculture and the value of the gross 
agricultural output. In fact, we have the value of the gross output of agriculture as a result 
characteristic (designation iy , billion drams), we consider allocations from the state budget 
for agriculture as a factor characteristic (designation ix , million drams).  
Table 1. Agricultural allocations from the RA state budget and indicators determined by 

it: value of gross agricultural output, agricultural productivity, index of volume of 
agricultural output, level of agricultural commoditization 

Years Budget expenses, 
mln drams 

Gross agr. pro-duct 
value, bln drams 

Index of agr. pro-
duct volumes, % 

Productivity thous. 
drams / people 

Level of com-
mercialization  

2007 6700.183 633.9 109.6 1261.5 57.3 
2008 10961.888 628.1 101.3 1285.2 54.6 
2009 13671.217 552.1 99.5 1123.1 56.2 
2010 7171.655 636.7 86.4 1294.9 55.8 
2011 5808.389 795 113.9 1738.1 56.0 
2012 9105.868 841.5 109.5 1924.7 56.1 
2013 9337.618 919.1 107.1 2177.4 56.4 
2014 9651.395 983 106.3 2516.5 56.2 
2015 20208.724 945.4 108.4 2641.7 58.6 
2016 27087.158 878.5 96.2 2598.3 57.3 
2017 10516.520 908.6 97.6 2865.3 56.7 
2018 9575.971 892.9 92.8 2675.0 56.5 
2019 6235.071 853.3 95.9 2478.4 56.3 
2020 9858.199 833.3 103.2 2465.4 57.2 
2021 20053.744 934.4 99.1 2702.1 57.0 

www.minfin.am/ yearbook, 2012, 291-292. 2017, 299-300. 2022, 252-253], RA NSS, Realization (use) of 
agricultural products by farmers, 2011, 3. 2016, 3. Sale of agricultural products by farms, 2020, 3. 2022, 3 
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"The deviation of one or other variables from the mean is the basis of the 
estimation of the correlation relationship. In the case of a linear relationship, its 
closeness is measured by the pairwise correlation coefficient, which is determined by the 
following formula: 

            
 

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 If the sign of the deviation from the mean coincides, then the relationship is direct 
( xyr  > 0), if the sign of the deviation does not coincide, then the relationship is inverse 
( xyr < 0). The pairwise correlation coefficient ranges from -1 (random full inverse 
correlation) to 1 (full direct correlation). In absolute magnitude: 10  xyr : The 
closer the xyr value is to unit, the closer is the relationship, the closer the xyr value is to 0, 
the weaker is the relationship. When xyr <0.30 the connection is considered weak, xyr
=0.3÷0.7 the connection is considered average, and when xyr >0.7 the connection is 
considered strong or close" [Yeliseeva, 78-81]. 

Based on the data in Table 1, we calculated the pairwise correlation coefficient 
between the budget allocations for agriculture and the value of gross agricultural output. 
The calculation results are presented in Table 2. 
Table 2. Calculation table of the pairwise correlation coefficient between the amount of 
damage caused by the budgetary allocations of agriculture of the Republic of Armenia 

and the value of the gross agricultural product 
Years xxi   yyi  ࢏࢞)  − ࢏࢟)(̄࢞ − ࢏࢞) (̄࢟ − ࢞̄)૛ (࢟࢏ − ࢟̄)૛ 
2007 -5029.39033 -181.82000 914443.7504 25294767.12503 33058.51240 
2008 -767.68533 -187.62000 144033.1222 589340.77102 35201.26440 
2009 1941.64367 -263.62000 -511856.1034 3769980.12831 69495.50440 
2010 -4557.91833 -179.02000 815958.54 20774619.53334 32048.16040 
2011 -5921.18433 -20.72000 122686.9394 35060423.90931 429.31840 
2012 -2623.70533 25.78000 -67639.12349 6883829.67616 664.60840 
2013 -2391.95533 103.38000 -247280.3424 5721450.31666 10687.42440 
2014 -2078.17833 167.28000 -347637.6716 4318825.18514 27982.59840 
2015 8479.15067 129.68000 1099576.258 71895996.02803 16816.90240 
2016 15357.58467 62.78000 964149.1654 235855406.79384 3941.32840 
2017 -1213.05333 92.88000 -112668.3936 1471498.38951 8626.69440 
2018 -2153.60233 77.18000 -166215.0281 4638003.01014 5956.75240 
2019 -5494.50233 37.58000 -206483.3977 30189555.89101 1412.25640 
2020 -1871.37433 17.58000 -32898.76078 3502041.89546 309.05640 
2021 8324.17067 118.68000 987912.5747 69291817.28779 14084.94240 

Σ   3356081.52960 519257555.94073 260715.32400 
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We insert the obtained data into the corresponding formula of the correlation 
coefficient and get: 

௫௬ୀݎ ଷଷହ଺଴଼ଵ.ହଶଽ଺
√ହଵଽଶ଻ହହହ.ଽସ଴଻ଷ∗ଶ଺଴଻ଵହ.ଷଶସୀ ଷଷହ଺଴଼ଵ.ହଶଽ଺ଵଵ଺ଷହଶଶଶ.ସ଻଴ସଷୀ଴.ଶ଼଼ସସ 

The value of the correlation coefficient obtained as a result of the calculation 
shows that the relationship between the funds allocated to agriculture from the state bud-
get and the value of the gross agricultural product for the republic is direct, close to the 
upper limit of weakness (it is located at the level of 0÷ 0.3). The square of the corre-
lation coefficient is the coefficient of determination [Yeliseeva, 2010, 81]. 

Coefficient of determination = r2 (2) 
The coefficient of determination is used to evaluate connections. It is usually ex-

pressed as a percentage. The value of that coefficient in this case is equal to r2=0.08320 
or 8.3%. This coefficient has a value of 0÷1 and in this case it shows that the increase in 
the value of the gross agricultural product in the republic by 8.3% is due to the increase 
in the budget allocations for agriculture, that is, it contributes to the increase of the 
competitiveness of the sector. From the point of view of the quantitative assess-ment of 
the influence of the state policy on the competitiveness of the sector, we have also 
revealed the relationship between the budgetary allocations of the sector and the volume 
index of agricultural production. In this case, we also consider the index of agricultural 
production (designation iy , %) and the allocations from the state budget for agriculture 
(designation ix ,, million drams). For this particular example, we have calculated the cor-
relation coefficient with a computer program. As a result r_(xy=)-0.13435. In other 
words, it shows that the relationship between the budget allocations for agriculture and 
index of agricultural production, that is, economic growth, is inverse and weak. The 
coefficient of determination in this case is equal to r2=0.1805 or 1.8%. This means that 
1.8% of the changes in economic growth of agriculture is caused by changes in budget 
allocations, in fact it had almost no effect on economic growth. Using the same metho-
dological approach, we tried to evaluate the relationship between the budgetary allo-
cations of agriculture and agricultural productivity. In this case, we considered agricul-
tural productivity as a result characteristic (designation iy , thousand AMD / person), and 
as a factor characteristic we also consider allocations from the state budget for agricul-
ture (designation ix , million AMD). In this case, the correlation coefficient was calcula-
ted as ݎ௫௬ୀ0.38692. In other words, it shows that the relationship between budget alloca-
tions for agriculture and agricultural productivity is direct, at an average level, it is in the 
range of 0.3-0.5. The coefficient of determination in this case is equal to r2=0․14971 or 
15%. This means that 15% of changes in agricultural productivity growth are due to 
changes in budget allocations. Using the same methodological approach, we tried to 
evaluate the relationship between the budgetary allocations of agriculture and the level 
of commercialization in agriculture. In this case, the level of commercialization of 
agriculture ( iy denotation, %), the factor characteristic remained the same. According to 
the calculation of the correlation coefficient: ݎ௫௬ୀ0.50820. In other words, it shows that 
the relationship between the budget allocations of agriculture and the level of commer-
cialization in agriculture is directly at the average level, it is almost in the middle of the 
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range of 0.3-0.7. The results of the calculations, the results of the calculation of the 
coefficients of correlation and determination between the budgetary allocations of 
agriculture and some indicators characterizing the competitiveness of agriculture are 
presented in Table 3. 

 Table 3: Results of calculation of correlation and determination coefficients between 
budget allocations of agriculture and other output characteristics 

Factor attribute, ix  Output feature, iy  Correlation coefficient, 
௫௬ݎ  

determination 
coefficient, ݎଶ  

 
 
 

Budget allocations 
to agriculture 

Gross product value of 
agriculture, mln drams 

 
0.28844 

 
0.08320 

Index of agricultural 
pruction value, % 

 
-0.13435 

 
0.18050 

Agricultural productivity 
thousand drams/person 

 
0.38692 

 
0.14971 

Level of 
commercialization, % 

 
0.50820 

 
0.02583 

 Thus, the calculations made related to the impact of the policy in the field of 
agriculture, the quantitative impact of the budget allocations, show that it has a positive 
effect in general. It has a weak effect (upper limit) on the value of the gross agricultural 
product. The change in the value of the gross output of agriculture by 8.3% is caused by 
budget allocations. According to the results of the calculations, budget allocations have 
no noticeable effect on the economic growth of agriculture it is due to other factors. 
There is a direct relationship between the budget allocations of agriculture and agricul-
tural productivity, this relationship is at an average level. About 15% of the change in 
agricultural productivity is caused by changes in budget allocations. As for the cor-
relation between the mentioned factor characteristic and the level of commercialization 
of agriculture, it is average and the change in the level of commercialization is caused by 
changes in budget allocations by about 26%. In fact, the policy conducted in the field of 
agriculture has a positive effect on the competitiveness of agriculture with the demonst-
rated budgetary allocations, but this effect is weak. 

Conclusions. As a result of the research, the following conclusions were made: 
- the increase in the value of the gross agricultural product in the republic by 8.3% 

is due to the increase in the budget allocations for agriculture, that is, it contributes to the 
increase of the competitiveness of the sector; 

- only 1.8% of the changes in the economic growth of agriculture is due to the 
changes in budget allocations, in fact it had almost no effect on the economic growth; 

- 15% of changes in the economic growth of agricultural productivity are due to 
changes in budget allocations; 

- 25.8% of the changes in the growth of agricultural products are due to changes in 
budget allocations; 

- the policy conducted in agriculture has a positive effect on the competitiveness of 
agriculture with demonstrated budgetary allocations, but this effect is weak; 

- considered as the bearer of state policy, the allocations from the RA state budget 
to the agricultural sector had the greatest impact on the agricultural commodity index, 
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and the least on the agricultural product volume index, among the characteristics of the 
competitiveness of that sector. 
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agriculture in the Republic of Armenia 
Key words: agriculture, competitiveness, indicators, factors, budget allocations, index of 
agricultural production, productivity, gross product, commercialization of agriculture 
 It is impossible to get a comprehensive understanding of the impact of the factors deter-
mining the competitiveness of agriculture without a regression model and a quantitative 
assessment of that impact using econometric calculations, which allows to isolate the 
factors that have a greater or lesser impact. However, the range of result and factor 
indicators that have a statistical relationship with the competitiveness of the Republic's 
agriculture is not comprehensive (taking into account that not all of them may have such 
a relationship), which limits the possibilities of quantitative assessment of the joint im-
pact of all factors on the said competitiveness. In this case, it is necessary to limit to the 
quantitative assessment of the impact of specific factors on individual characteristics of 
agricultural competitiveness. Taking into account the special role of the state policy fac-
tor in increasing the competitiveness of agriculture in terms of creating the necessary 
conditions and a favorable environment, the article highlighted and revealed the indivi-
dual characteristics of the competitiveness of RA agriculture in the studied period: the 
value of the gross production of agriculture, the index of the volume of agricultural pro-
ducts, the productivity and commodity of agriculture. the statistical relationship between 
the level and the factor of budgetary allocations to agriculture considered as the bearer 
of the above-mentioned policy as a result of regression analysis. It made it possible to 
identify the characteristics of agricultural competitiveness on which the mentioned 
factor had more or less influence. 
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ANALYSIS OF THE DIRECTIONS OF DEVELOPMENT OF RELATIONS 
BETWEEN THE REPUBLIC OF ARMENIA AND THE REPUBLIC OF INDIA1 

 Armine AGHAJANYAN PhD in Economics, Associate Professor, RAU 
Hakob MANUKYAN 

Master student in “State regulation of the economy”, RAU 
 Key words: export, import, migration, infrastructure, North-South highway, GDP  
Introduction. Recently, discussions about the possibilities of developing relations 

between Armenia and India have become more frequent in the information field. The 
issue became especially relevant after the 2020 war, where Pakistan joined the regional 
geopolitical processes. On the other hand, the issues of infrastructure development and 
international trade relations of India under the current conditions of China's economic 
dominance in Asia are closely related to the location of transport hubs that do not pass 
through countries that have close relations and close geopolitical positions with Pakistan. 
It is also important to note the long-standing relationship in the field of migration flows 
between Armenia and India. However, in the academic environment, consideration of 
the prospects for the development of relations between Armenia and India is often consi-
dered only from the point of view of certain areas, for example, trade in goods and servi-
ces or migration, which does not give a comprehensive vision of the prospects and pos-
sible problems of this process: many aspects elude the field perspective of researchers 
using this approach. In this study, the author tried to consider the bilateral relations 
between Armenia and India from the point of view of several basic institutions at once: 
the economy (in this block, the emphasis is on foreign trade relations, the possibilities of 
opening new commodity markets for both countries), infrastructure (the main context is 
related to the project “North-South") and migration. According to the author, there is 
potential for the development of relations in all these areas, and it is the comprehensive 
development of relations along these tracks that will help achieve a greater effect. 

Methodology. In all sections of the study, such general scientific methods as 
induction and analysis are simultaneously used: separately considered facts allow us to 
draw general conclusions about the situation in a particular area. To implement the study 
in the areas of migration and external trade relations between Armenia and India, a 
statistical analysis was carried out based on data from international and state analytical 
and statistical institutions, including the Statistical Committee, the Migration Service 
and the Central Bank of the Republic of Armenia. To prepare the necessary database, a 
desk study and study of relevant sources of information was carried out. 

                                                             1 This work was supported by the Science Committee of RA (Research project № 22YR-5B009). 
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To analyze the possibilities of implementing infrastructure projects, an institution-
nal analysis was carried out in the context of assessing the viability of existing institu-
tions, in particular legal institutions for the protection of private property, for risk-free 
implementation of such long-term projects. At the same time, a risk-oriented analysis 
was carried out to highlight the possible negative effects of current situation in this area. 
The main method of concluding the study is system analysis: this is a holistic vision of 
several directions of development of relations between Armenia and India, capable of 
giving a common vision of the future of these opportunities. 

Literature review. Halford Mackinder in the article "The Geographical Pivot of 
History", which introduces new concepts of understanding geopolitics in general, gives a 
special role to the central part of Eurasia, calling it the Heartland [Mackinder, 1942, p. 
105]. This idea is developed by the American scientist Nicholas Spyken. Spyken's main 
thesis was the organization of strict control over the coastal territory of Eurasia, in 
particular, over Europe, the Arab countries, India, China and Southeast Asia. Spyken 
called this strategically important belt "Rimland" and thus divided the geopolitical world 
into two parts։ "Heartland" and "Rimland". In addition to this theory, Spyken develops 
the idea of the impact of "Rimland" on "Heartland": the latter is, in his opinion, a 
potential space that has received cultural impulses from "coastal zones", but not vice 
versa and, therefore, does not play an independent role and does not give a historical 
impulse [Spyken, 1944, p. 43].This approach continues to be relevant to this day [Kefeli, 
2018, p. 42]. Since 2014, the ongoing geopolitical and geo-economic processes have in-
creased the importance of developing relations between the countries of the same region. 
It is also important to note the growing role of Eurasia in designing the future world 
order: the growing economic power of China and India, the important infrastructure ini-
tiatives “One Belt, One Road” and “North-South”, as well as the military clash in the 
center of Eurasia, make the latter the main trend-maker of geopolitical processes in 
world [Mnatsakanyan, 2022, p. 324].  One of the main world players in the territory of 
Eurasia is India, and the development of relations with it is of strategic importance for 
Armenia. However, as noted above, the analysis of the prospects and opportunities for 
bilateral relations between Armenia and India is often considered only in the plane of 
one specific indicator or direction, which does not give a holistic vision of this process. 

Scientific novelty of this study lies in the complexity of the analysis carried out 
and an attempt to combine an interdisciplinary approach in understanding the develop-
ment of relations between Armenia and India: the geopolitical and geo-economic con-
texts are considered in conjunction with humanitarian and macroeconomic parameters, 
which opens up a different angle of vision of the subject under study. This closes the 
academic gap in the issue of a comprehensive examination of the Armenian-Indian 
relations, and also creates the basis for a new approach for further research. 
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Analysis. Foreign trade relations. The first direction in the development of 
relations is economic interaction. In this context, it is important to consider the mutual 
trade between Armenia and India. As shown in Figure 1, exports from Armenia to India 
over the past 2 years have grown 36 times in terms of exports in dollars. If we consider 
the share of exports to India in the total exports of Armenia, then the percentage 
increased from 0.02 percent in 2019 to 4.2 percent in 2021, that is, 210 times. 

 Figure 1. Armenian exports to India, 1996-2021 
Source: RA Statistical Committee, Statistical Yearbooks of Armenia 2001-2022, 

https://www.armstat.am/am/?nid=586 
It is important to note that imports from India remained at the same level: the 

volumes of imports over the past 5 years ranged from 75 to 130 million dollars, and in 
percentage terms, this figure was from 1.6 to 2.3 percent (Figure 2). 

 Figure 2. Imports of Armenia from India, 1996-2021 
Source: RA Statistical Committee, Statistical Yearbooks of Armenia 2001-2022, 

https://www.armstat.am/am/?nid=586 
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When analyzing the structure of Armenia's exports by the main partner countries 
of foreign economic activity, it can be seen that the above growth is significant even in 
comparison with changes in export flows to other countries (Figure 3). It is important, 
however, to note that the trend towards an increase in the importance of the direction in 
the structure of Armenia's exports was registered not only in the case of India: similar 
processes are taking place, for example, in the context of relations with China. 

 Figure 3. Distribution of Armenia's exports by major trading partners, 1996-2021 
Source: RA Statistical Committee, Statistical Yearbooks of Armenia 2001-2022, 

https://www.armstat.am/am/?nid=586 
In the case of the country structure of Armenia's imports, one can notice that, 

unlike countries such as Iran or China, imports from which have become increasingly 
significant in recent years, India's position remains at the same level (Figure 4). 

 Figure 4. Distribution of Armenia's imports by major trading partners, 1996-2021 
Source: RA Statistical Committee, Statistical Yearbooks of Armenia 2001-2022, 

https://www.armstat.am/am/?nid=586 
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For a comprehensive consideration of the foreign economic cooperation between 
India and Armenia, it is also important to study the commodity structures of exports and 
imports between these countries. As can be seen from Table 1, the commodity structure 
of Armenia's exports to India over the past 20 years has significantly narrowed: for the 
past two years, only precious and semi-precious metals and stones have been exported 
from Armenia. Given that it was this export that dramatically changed the picture of ex-
ternal economic relations between Armenia and India and led to a sharp jump in indica-
tors in Figure 1, it is important to understand that raw material exports, in the absence of 
diversification, have negative consequences, pose possible risks [Hayrapetyan, 2022].  

Table 1. Commodity structure of exports from Armenia to India, 2002-2021 
 2002-

2006 
2007-
2011 

2012-
2016 

20 
17 

20 
18 

20 
19 

20 
20 

20 
21 

Precious and semi-precious 
metals and stones 1 40 48 0 1 4 100 100 
iron and steel 29 0 4 0 6 87 0 0 
Copper 29 1 10 72 0 0 0 0 
Cars 0 3 4 0 42 4 0 0 
Electronic machines and 
equipment 0 0 1 0 23 1 0 0 
Optical, measuring devices 0 2 9 2 12 1 0 0 
Aluminum 0 16 6 22 0 0 0 0 
Raw hides and skins 0 0 8 2 5 2 0 0 
Furniture, mattresses 0 0 8 0 0 0 0 0 
Inorganic chemistry 0 32 0 0 0 0 0 0 

Source: Hayrapetyan V. L., Candidate of Economics, Associate Professor, “Prospects and problems of 
development of financial and trade relations between Armenia and India”, XVI Annual Scientific 

Conference of the Russian-Armenian University, dedicated to the 25th anniversary of the founding of RAU, 
5-9 December, 2022, Yerevan 

In the case of imports from India, there is a fairly significant level of easing the 
concentration of commodity structure, however, the absence of significant volumes of 
imports does not allow to fully assess positive impact of such diversification (Table 2).  

Table 2. Commodity structure of Armenia's imports from India, 2002-2021 
 2002-

2006 
2007-
2011 

2012-
2016 

20 
17 

20 
18 

20 
19 

20 
20 

20 
21 

Precious and semi-precious 
metals and stones 10 17 13 26 26 47 30 30 

Tobacco and tob. products 0 5 15 13 26 20 20 13 
Meat products 55 34 17 14 9 7 1 13 

Plastic products 1 4 8 5 4 3 5 3 
Iron and steel products 0 1 4 0 0 0 0 0 

 

Source: Ibid 



 
 
 
 
  
ALTERNATIVE quarterly academic journal 

30 
 

It is important to note that the studies of the International Trade Center show that 
both the export of precious metals to India and the import of meat products from India 
have already crossed the threshold of efficiency and are now developing beyond their 
reasonable potential, which can only have negative consequences for both states. At the 
same time, the ITC analysis shows that the direction of precious stones, more 
specifically, diamonds, has a fairly large potential: it is interesting that studies have 
shown a significant potential for the development of exports of these products from both 
India and Armenia. This means that there is potential to create an entire diamond 
processing production chain, which will provide a high level of value added for both 
countries. On the other hand, if we separately consider the direction of exports of 
services, we can see that India has achieved quite a lot of success in the field of exports 
of computer services: according to this indicator, it is even ahead of the average result of 
the OECD countries (Figure 5). In the case of Armenia, a similar activation is registered 
in areas related to high technologies and the export of such products, which can be a 
good direction for the development of relations. 

 Figure 5. Share of exports of computer services in total exports of services, 1975-2021 
Source: World Bank Open Data, https://data.worldbank.org/ 

In the context of the development of high-tech industry and cooperation in this 
area, it is also important to consider the field of research and development in both count-
ries. In both the case of India and Armenia, the level of spending on research as a share 
of GDP has not changed over the past 25 years: it continues to be at a significantly low 
level compared to OECD countries (Figure 6). Joint work in this direction can increase 
efficiency in the areas of IT and technology, which can become the main driver of exter-
nal economic relations between Armenia and India. Thus, the creation of new scientific 
and technological platforms for cooperation in the academic field can become another 
direction for the development of relations. Summarizing the above analysis, it should be 
noted that at the moment the potential of foreign economic relations between Armenia 
and India is almost not realized: the current commodity structure of exports to India is 
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extremely highly concentrated, and imports have low volumes. At the same time, the 
commodity groups for which the current turnover is realized do not have economic pro-
fitability and expediency. Under such conditions, the effectiveness of economic relations 
between India and Armenia will decrease in the long term. In this context, it is important 
to consider the rapid development of such areas as diamond processing, computer ser-
vices and high-tech services, as well as scientific cooperation: these areas have great 
potential and can become an engine for the economic development of both countries. 

 Figure 6. R&D as a percentage of GDP, 1996-2020 
Source: World Bank Open Data, https://data.worldbank.org/ 

Infrastructure. In the case of India, the issue of affordable and reliable infrastruc-
ture outside the borders of their country is especially acute in the context of the aggrava-
tion of the Kashmir conflict. This issue is not just a territorial dispute between two 
states, as it includes elements of religious, ethnic and economic conflicts. Pakistan in-
sists that Muslim-majority Kashmir become part of it, while India emphasizes the re-
quest of Kashmiri leader Singh in 1947 to join India. Kashmir is of great geostrategic 
importance to both India and Pakistan as it is one of the main sources of fresh water and 
electricity generation for both countries. The control of rivers and glacial waters by one 
state can pose an existential threat to another. In addition, Pakistan is territorially closer 
to its ally China through Kashmir and also provides the China-Pakistan Economic Cor-
ridor, and for India it is a route to Afghanistan, as well as to Central Asia. On both sides 
of the line of control are the armed forces of Pakistan and India, between which there are 
constant armed clashes. Currently, about 55% of the territory in the states of Jammu, 
Kashmir and Ladakh is controlled by India, 30% in Gilgit-Baltistan and Azad Kashmir 
by Pakistan, and 15% in the northeast, i.e. Aksaiqin province, by China. The decision of 
the government of India and the upper and lower houses to abolish the special status of 
the state of Jammu and Kashmir has further aggravated the conflict: both Pakistan and 
India seek to gain complete control over Kashmir. Especially after the 2019 parliamenta-
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ry elections in India, the rhetoric regarding the Kashmir conflict became tougher: the 
Prime Minister in his speech noted that in this matter it is necessary to follow the prin-
ciples of Sardar Patel, one of the founding fathers of the Republic of India, noting deter-
mination in the only true solution to this conflict: full integration of Kashmir into India. 
On the other hand, the conflict may enter a new stage in 2023 due to internal political 
problems in Pakistan: The International Crisis Group considers an internal political crisis 
in Pakistan as one of the most likely in 2023, with a possible transition to civil war. In 
such circumstances, given the great turbulence throughout Eurasia and major changes in 
the geo-economic and geopolitical constructions of the world, a secure international in-
frastructure for a stable trade turnover is extremely important for India. It is this reason 
that becomes a basis for accelerating the development of North-South initiative by India. 

Based on the foregoing, Armenia's North-South National Initiative can become not 
only part of China's large One Belt, One Road project, but also India's North-South pro-
ject in the South Caucasus region. However, given the wide range of current problems 
with the construction of the North-South highway, regarding economic feasibility, 
safety, construction in the border areas and inefficient work of contractors, the inclusion 
of this road in global infrastructure projects is becoming an increasingly difficult task to 
complete. 

Under such conditions, taking into account the current geopolitical and geo-
economic situation and the growing interest of India in the speedy implementation of the 
North-South infrastructure project in order to minimize the risks of its foreign economic 
flows, Armenia needs to raise the level of efficiency of the implementation of the North-
South highway project, mainly through the expansion of possible sources attracting 
additional capital resources to this project and improving the construction process itself. 

 
Figure 7. Distribution of foreigners who received the status of residence in the Republic 

of Armenia, by countries of citizenship, 2015-2021 
Source: compiled by the author based on the database of the Migration Service of the Republic of Armenia 
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Migration. The third direction of relations between Armenia and India is the 
constant migration flows between these countries. The flow of immigration from India 
to Armenia is one of the main ones in terms of volume: over the past 5 years, India, 
along with Iran and Russia, has been among the top three in terms of immigration to 
Armenia (Figure 7). At the same time, India during this period showed the highest rate 
of citizens who received the status of residence in Armenia: in 2018, 2052 citizens of 
India received the status of residence in the Republic of Armenia. 

At the same time, if we consider this indicator in the context of certain types of 
residence status, it becomes clear that, unlike citizens of the Russian Federation, citizens 
of India and Iran more often received the status of temporary residence than permanent 
(Figure 8). 

 Figure 8. Distribution of foreigners who received residence status in the RA, by type of 
residence status, 2015-2021 

Source: compiled by the author based on the database of the Migration Service of the Republic of Armenia 
For a complete picture, it is also necessary to consider the patterns of immigration 

and its causes. Thus, the main reason for obtaining temporary residence status in Arme-
nia by citizens of the Republic of India is study, which in recent years has reached 90 
percent (Figure 9). 
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Figure 9. Distribution of Indian citizens who received the status of temporary residence 

in the RA, by the basis of receipt, 2015-2021 
Source: compiled by the author based on the database of the Migration Service of the Republic of Armenia 

The reason for the arrival predetermines the fact that there are no large flows of 
transfers of individuals registered from and to India. In terms of net remittance inflows, 
the Russian Federation and the United States lead the way, with the rest accounting for 
less than 5 percent of the total in 2021. Thus, although the migration flows between 
Armenia and India are not a source of significant financial resources, the continued pace 
of immigration of Indian citizens is an indicator of Armenia's successful experience in 
exporting educational services. It is also important to remember the social and cultural 
role of academic mobility, which is a kind of public diplomacy. 

Conclusion. Summarizing the study, we can say that in all the areas considered 
there is a potential for the development of relations. In the case of trade relationships, a 
change in the structure of exports and imports is necessary: it is important to understand 
that a low level of diversification can have a negative effect on the economy. Under such 
conditions, it is necessary to consider the possibilities of developing high value-added 
areas, such as diamond processing and high-tech services. It is also important to main-
tain the influx of Indian citizens in the context of academic mobility. The current geopo-
litical situation also provides an opportunity to develop relations in the field of infra-
structure projects. It is especially important to emphasize that the systematic develop-
ment of relations along all the above tracks can have a greater synergistic effect and lead 
to much more positive results. 
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Armine AGHAJANYAN, Hakob MANUKYAN 
Analysis of the directions of development of relations between the Republic of 
Armenia and the Republic of India 
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 In this article, the author tried to conduct a systematic analysis of various layers and 
institutions, the joint consideration of which makes it possible to understand the 
interaction and create a synergistic effect in the development of various areas, which 
enhances the positive results of the process of deepening relations between India and 
Armenia. The study showed that external trade, infrastructure and migration can be 
considered such areas: the combination of geopolitical and geo-economic views on the 
issue made it possible to understand that at the moment there is a significant untapped 
potential in all of the above areas. This is due both to India's desire to have a secure 
infrastructure and the expediency for Armenia to develop public diplomacy in the 
context of educational mobility. Regarding export-import relations, it should be noted 
that the Armenian-Indian relations in this direction need a deep rethinking and 
restructuring of current economic ties, based on the vision of long-term possible benefits 
of developing specific commodity groups. 
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to return  
Introduction. The aim of the article is to highlight the causes of foreign labor 

migration among the Armenian society through sociological methodology, to find out 
which countries the residents of RA want to go to, specifying the circumstances deter-
mining migration in the donor country, RA, through understanding the migration tenden-
cy of the population discuss the possibilities of overcoming them or mitigating their se-
verity, as well as to develop and present constructive recommendations. The aim of the 
research was to acquire statistical data that would be representative at the regional level. 
Taking into account the dual purpose of  the research, namely measuring migration 
flows and explaining the migration process, an applied sociological migration survey 
was implemented through which it was possible to get information on both individuals 
and households. 

Methodology. Before the implementation of the sections planned by the structure 
of the article, the methodology provided by the sociological research project was out-
lined and included in phased work. The research methodology and questionnaires were 
developed with representatives of interested institutions and applied experts in the field. 
The above mentioned was carried out on the basis of defined goals, which were based on 
the international standards regarding the collection of migration data and distribution in 
Shirak Marz, RA. In order to increase the quality of work with households, the “snow-
ball’’ and “combination’’ methods were planned and implemented (the "snowball" me-
thod was used in order to verify new, more in-depth information about migrants through 
interviewed migrants, and the "combination" method was used to fully implement the 
sample provided by the sociological research project, as well as fill in the gaps). There 
are a number of important methodological and data issues that users should be aware of 
when using the data from this study. As with all sample surveys, this household survey 
on migration and remittances can only provide estimated data and they are limited by a 
number of factors, in particular, sample dispersion, i.e., samples may be randomly 
disordered from "the whole". This is called "sampling error". The results from the study 
seem to confirm previous results from other studies on specific factors, but in this study, 
if the sample poorly represents parts of the population, or if most people do not answer 
certain questions, estimates that are not the result of coincidence may significantly be 
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different from the reality (that is, it is possible that there may be deviations in the sample 
regarding migration in the Republic of Armenia) [Poghosyan, 2016, 50, 56, 115].  

Initial hypotheses: 
1. The competitiveness of returning labor migrants in the Armenian labor market 

increases. 
2. The reasons for people applying for migration are mainly psychological, caused 

by post-war fears and negative expectations. 
The objects of the research of this article were the citizens of RA aged 18-55 who 

were potential migrants or had direct relations with foreign labor migration. The 
necessity to study the presented topic arose recently due to geopolitical and socio-
economic problems, when unstable moods and fears began to spread among the society. 
Those sentiments intensified even more when the Russian-Ukrainian war started and is 
still going on. In the article, we found it necessary to highlight the key issues that put 
pressure on the society and unintentionally create migration sentiments. 

The selection of the research in the given article is mainly conditioned by the 
clarification of the migration causality from rural areas in RA, and more specifically 
from Shirak Marz. The surveyed population was considered to be well-defined and 
specific, and the target group was selected from that part of population. However, in this 
sample survey there are specific studied groups: current migrants (immigrants and 
emigrants), return migrants (migrants who previously lived abroad but returned), internal 
migrants, and persons who have never migrated (to assess their movement intention or 
as a comparison group).  

Literature review. The studies on the topic of the given article are very diverse, 
the reviews have some differences. In Russian sociology, the main attention is paid to 
the social characteristics and institutions of the diaspora, the problems of adaptation of 
migrants. J. T. Toshchenko and V. I. Chaptikov's works emphasize the ability of diaspo-
ras to prevent cultural assimilation through social institutions. O.E. Brednikova’s, E.U. 
Firsov’s, O.V. Pachenkov’s and S.U. Rumyantsev's studies have revealed the problems 
of settling migrant workers and the social "formation" of the Armenian and Georgian 
diasporas in Russia [Alexeenkova, 2015, p.,53], [Poghosyan, 2016, p 24].  

Scientific novelty. The presented article, being highly topical (due to the recent 
events in Armenia), at the same time contains an appreciable scientific novelty. The 
article is written on the basis of the sociological research methodological measurements, 
which was carried out with potential migrants of the current stage, as well as migration-
oriented people, in particular with the households defined by the sample. The scientific 
novelty of the research lies in the fact that the war, socio-political, socio-economic, 
military and political changes and problems touched also RA. Due to these changes, 
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domestic and foreign migration movements in RA households have also arisen, and the 
presented article was also aimed at conducting a scientific study of these movements. 

Analysis. Taking into account the peculiarities of the problem, a mixed method of 
research was carried out: quantitative survey (face-to-face), in-depth interview, traditio-
nal analysis of documents and expert survey (online questionnaire was also used). The 
quantitative survey sample is quota based on gender (male, female) and age (18-25, 25-
35, 35-45, 45-55). 1 urban and 14 rural settlements were selected, where face-to-face 
surveys were carried out, and after obtaining data in the settlements, telephone surveys 
were also performed (again in order to specify the reasons for relocation). The selection 
of expert and in-depth interviews is type-based. 14 experts were selected according to 
the field of activity (academic, state, private). The migrants or related persons participa-
ting in the in-depth interviews were selected mainly from the participants of the quan-
titative sociological survey. In particular, the criteria of the participant survey are the 
level (low, medium, high), which was evaluated according to Likert scale, and the gen-
der (male, female). 

Table 1. Settlements included in the sample (Shirak Marz, RA) 
 Settlements Number of families surveyed Percentage % 
1 Gyumri town 103 30,1% 
2 Ashotsq 60 17,5% 
3 Sizavet 15 4,4% 
4 Saragyugh 10 2,9% 
5 Ghazanchi 14 4,1% 
6 Zuigaghbyur 10 2,9% 
7 Karmravan 10 2,9% 
8 Hartashen 7 2,0 
9 Berdashen 3 0,8 
10 Aregnadem 3 0,8 
11 Pokrashen 15 4,4% 
12 Maisyan 25 7,3% 
13 Tsoghamarg 15 4,4% 
14 Torosgyugh 17 4,9% 
15 Azatan 35 10,2% 
 Total 342 100,0 

 

The questionnaire was mainly composed of open-ended questions, including per-
centage and numerical values. In addition to the above, we developed a questionnaire for 
the survey of 14 experts specialized in migration issues. The surveyed Armenian experts 
were mainly scientists: sociologists, political scientists, economists, social workers and 
employees of the migration service. Each expert's opinion was anonymous. During the 
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survey of experts, in addition to the option of face-to-face survey, the possibility of 
filling in the questionnaire by e-mail was used. 

The demographics of the total surveyed households, including household composi-
tion, age, place of birth, citizenship, marital status, and education are presented in the 
article to help build an overall picture and typology of different migrant and migration-
related households. Of the citizens who participated in the survey, 135 (39, 47%) were 
male, 205 (59.9%) were female, and 2 persons did not specify their gender (0.58). 

Age distribution of survey participants: 120 respondents aged 18-25 (35.08%), 90 
respondents aged 25-35 (26.29%), 27 respondents aged 45-55 (7.89%), 13 respondents 
aged 55 years and older (3.8%). 

To the first question of the questionnaire “What is the main reason for moving 
from one place to another?’’ the majority of respondents answered “due to the quality 
education of our children’’. The question was followed by “Please, specify’’. The vast 
majority of the respondents from rural areas expressed dissatisfaction with the fact that 
the level of education in suburban areas is decreasing, the main reason of which is the 
implementation of teaching processes in joint classes.  Three of the respondents from the 
villages selected for the research emphasized that their schools have two-set, three-set, 
and even four-set classes (this refers to joint classes comprising of 3 or 4 different age-
group pupils during the same class period). Among the participants of the survey there 
were people with a high level of education (we are talking about rural areas with higher 
pedagogical education specialists), who complained citing other reasons, in particular, 
low-paid work, again pointing to the problem of joint classes, which obviously had a 
negative impact on teachers' salaries, depriving many of them of the only job oppor-
tunity in the rural area, and for some teachers lowered their workload. However, as a 
reason for emigration, parents mostly mentioned the low quality of children's education, 
due to which many households have moved to such settlements where similar problems 
do not exist (minimum conditions of an acceptable educational environment are pre-
served). The respondents also highlighted some other disappointing reasons that have a 
demotivating meaning for living in the given region. In particular, in the list of mapped 
and analyzed problems, the most prominent ones were: improvement of irrigation sys-
tems, irrigation of pastures, creation of cultural institutions, organization of youth emp-
loyment, centralized fight against pests of agricultural crops, etc. In this context, some of 
the respondents also singled out lack of work, lack of professional work, undesirable 
moral and psychological atmosphere feeling of uncertainty about the future. 

To the question “Do Armenian youth imitate the elements of foreign culture?’’ 
mostly they answered yes (90%), noting that they bring many negative influences with 
them to the Republic of Armenia, due to which the manifestations of antisocial behavior 
among teenagers and young people are increasing. The remaining 10% believe that a 
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dialogue of civilizations will take place, which will affect our culture and positive dispo-
sition of the society. According to the percentage ratio, in response to the question whe-
ther the young people who returned to RA found a job with a high salary or not, the fol-
lowing results were recorded: 5 people (0.05%) of the surveyed participants think that 
25-35% of the young people who returned to RA can find a highly-paid job; 27 people 
(0.27%) think that 35-50% can do it,  45 people (0.45%) believe that these people make 
up 50-75%, 145 people (1.45%) think that 75-95% will be successful, and according to 
120 people (1.2%) all these people  (100%) have opportunity to find a highly-paid job. 

Let's look at the question: ’’What problems does labor migration cause in the fa-
mily and intra-family relations?’’. In order to clarify this question, the respondents were 
also offered to give judgments, with which they expressed their positions regarding whe-
ther they agreed or disagreed. Among those positions, the negative impact of this phe-
nomenon on the migrant and his family occupies a special place. Due to the long-term 
absence of the migrant from the family because of working abroad for years, his contacts 
with other family members become limited, which in its turn causes a psychological 
phenomenon such as homesickness. 97.7% of the surveyed participants agreed with that 
idea. According to 90.1% of the respondents labor migration has a serious negative 
impact on health. An average of 10-12 hours a day, often without days off, hard physical 
work, irregular eating and improper sanitary conditions promote the emergence of a 
number of diseases. On the other hand, the number of HIV/AIDS sexually transmitted 
infections is also increasing in Armenia year by year, which, according to experts, is 
mainly caused by the behavior of migrants going to the Russian Federation to work. 
Young and middle-aged migrants get STDs there and pass them on to their families after 
returning [Poghosyan, 2022, 87]. 89.4% of the respondents are in favor of the opinion 
that as a result of foreign work, husband-wife relations in the family are strained, 87.7% 
- the number of divorces increases, 87.2% - the work of raising children suffers. Impor-
tant life stages of family formation are disrupted due to labor migration. Going to a 
foreign country to work immediately after marriage, being in a foreign work place du-
ring the birth of the first or second child, sometimes also not participating in the engage-
ment and marriage of children have a negative impact on the strength of the family. As a 
result, the number of divorced, abandoned families have increased in the communities. 

According to the interviewees, migrants in these families play a lesser role in the 
socialization and upbringing of children. Migration has an impact on the demographic 
behavior of these families, resulting in an increase in the number of unmarried young 
people. Labor migration has also become an important way for young people to emigrate 
from the republic, according to which, the number of elderly families resembling "empty 
nests" has increased in Armenia. It also affects the issue of providing necessary care to 
the elderly and the sick in the family. 



 
 
 
 
  
ALTERNATIVE quarterly academic journal 

41 
 

To the question ''In case of emigrating from RA which is the desired destination 
country you would like to stay?''  the following answers were received: USA (20,46%), 
Russian Federation(19,0%), Germany (15,78%), France (13,74%), Italy (7,3%), Egypt 
(5,8%), Iran (5,8%), Canada (4,3%), India (4,09%), Japan (2,04%), Algeria (1,46%). 

Eight out of ten of the household members surveyed had friends and/or relatives in 
the destination country before leaving the Republic of Armenia. This is a very large 
number and is connected with Armenia's long history of migration in the previous XX 
century and now. The existence of a large diaspora and the continuous flow of refugees 
over the past two decades assure newcomers of the low risk of migration and explain 
migrants' decision-making about specific location through three ways: firstly, they 
provide information about the host country's (region's) labor market; secondly, migrants' 
living expenses increase with the number of ethnic goods available in a given location, 
and thirdly, migrants expect former migrants to help them settle. 

The impact of those network externalities may differ for different types of mig-
rants. For example, migrants with irregular status or migrants working in informal labor 
markets may be more dependent on migration networks than migrants with legal status 
[Alexeenkova, 2017, 48]. The flow of labor migration is confirmed by the fact that 
79.3% of emigrants intended to work abroad before leaving RA. Among the members of 
the surveyed households 71.5% received a promise of employment before leaving the 
Republic of Armenia, 4.4% received a written employment contract and 1.1% received 
another employment agreement. 22.9% of respondents did not have any kind of job offer 
or agreement on it. 

Future migration plans seem to depend on the social and economic development of 
the Republic of Armenia and the host country. 37.8% of emigrants have the intention to 
return in 2024, 5.1% intend to return in 2025, 10.8% will eventually return (it is necessa-
ry to emphasize that 54.7% of the total number of respondents have the intention to re-
turn). For 22.7%, it will depend on the development of the situation, 12.7% are consi-
dering not returning to RA, 5.1% intend to reunite with their family in the host country, 
a very small number (0.2%) is considering the issue if emigrating to another host 
country. The main reasons for return are family-related, they are: family reunification 
(34.9%), marriage (5.7%), other family circumstances (9.9%), completion of the 
migration program (22.8%), lack of work in the host country (12.9%), job offer in RA 
(3.8%), poor working conditions (3.7%), education or qualification (0.5%), other reasons 
(5.8%). While most of the migrants have not accepted the citizenship of their current 
place of residence, the main part of the recently emigrated population (6.8%) has already 
accepted the citizenship. The vast majority of them had legal status, a large proportion of 
them (two out of three) had only temporary or non-permanent registration. 4.9% of the 
total number of the respondents in the host country had an irregular status in the host 
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country. Household expatriates generally live in rented apartments/houses (34.5%), 
rented rooms (23.7%), a relative or friend's house (15.6%), dormitories (11.5%), non-
residential accommodation (8.2%) and private houses (5.1%).  

As for health insurance, 76.7% of the total number of identified emigrants did not 
have it, 6.1% had permanent insurance, and 12.6% had temporary insurance. 

Summarizing the phase of analysis of the article, we should note that a multi-phase 
analytical framework was applied to design this article. Data analysis contained a set of 
methods for working with data (information) obtained through research. The goal and 
task of data analysis was to obtain as much information as possible related to the re-
search question. Most of the results were obtained using statistical tabulations, providing 
overall statistical data. The results of the research confirmed the initial hypotheses:  

1. The competitiveness of returning labor migrants in the Armenian labor market 
increases. 

2. The motivations of people applying for migration are mainly psychological, 
caused by post-war fears and negative expectations. 

The results of the household surveys on migration in the Republic of Armenia 
provide an opportunity to characterize recent migration flows. There is a large-scale out-
flow of Armenian citizens to various destination countries, although the Russian Federa-
tion is considered the predominant destination for nine out of ten migrants [Poghosyan, 
2022, 58]. In contrast, the countries of the European Union account for less than 5% of 
the migration outflow. The available facts prove that Armenia is at the intersection of 
two different migration systems: the European migration system and the Eurasian migra-
tion system, that is, it belongs to both, but with different degrees of involvement. 

Conclusion. Thus, taking into account the long-standing demand for improved 
data on migration in the Republic of Armenia, the above mentioned rural and urban 
household sample surveys provide a small but effective opportunity to collect accurate 
and currently needed data in the country. However, due to the limitations, expensiveness 
and complexity of the household survey, it is in the interest of the Republic of Armenia 
to try and better develop the administrative data sources at its disposal. On the other 
hand, due to the prevalence of undocumented migration in the country, this may be 
limited unless there is cooperation with destination countries. In addition to conducting 
large-scale specialized migration surveys, some migration information should be 
obtained regularly and consistently through ongoing household surveys. A quality 
research sample and a questionnaire design are needed, as well as the applicability of the 
necessary tools to reinforce that quality and professional research. Without migration 
data and standardized statistics from the entire territory, the full picture will continue to 
be unclear and the ability to effectively communicate migration data low. Taking into 
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account the limitation of the scope of the article, we presented the content of the work 
carried out by us as much as possible in a compressed format, in order to apply it later. 
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The study of foreign labor migration causes of the RA within the framework of 
public opinion analysis 
Key words: labor migration, potential migrant, sample survey, circumstances of departure, 
reasons to return 
 The presented article deals with a study of the causes of external migration movements 
of RA conducted in accordance with the methodology of sociological research. This 
research is selective preserving the standards used in Sociology. 1 urban and 14 rural 
settlements in Shirak Marz of Armenia were included in the sample of the sociological 
research. The sample survey is compiled with regional, professional, migration as well 
as gender and age characteristics so that valuable and relevant information could be 
extracted for further study and usage in the development of migration policy. In this 
regard, there was a problem of assessing the role and importance of migrants in the 
development of households in  Shirak Marz․ At the same time, it was necessary to 
understand what existential problems were created by the outflow of the workable 
population from Armenia in recent years, in particular, due to the demographic decline 
and depopulation. The scope of this topic also covers the question of where the 
Armenian youth currently wants to go  and what are the reasons for the migration trend. 
The data, obtained in the framework of the article, will be valuable for scientific and 
public circles, for institutions dealing with migration issues.                  
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Introduction. Over the past decades, the proportion of elderly people in the total 
population has been constantly increasing and this trend is clearly continuing. From the 
point of view of the psychology of personality development, a person goes through cer-
tain stages of the life cycle. Each stage, such as childhood, and maturity and old age is 
associated with changes in the life and psyche of a person. 

Aging is a natural biological process that inevitably develops with age and is 
characterized by a gradual decrease in the level of human capabilities. Old age is one of 
the most difficult and controversial stages of life, which is characterized by physical and 
psychological weakness, which is often incompatible with the desire to maintain a high 
quality of life and actively implement the accumulated knowledge and experience. 
Aging is a natural process that occurs during the postnatal life of an organism and is 
accompanied by regular changes at the cellular, biochemical, tissue, physiological and 
system levels. From the point of view of gerontology, the following aspects of aging are 
considered: biological, psychological and social. The socio-psychological types of aging 
are also different. Psychological aging is the personal changes of an aging person. At the 
psychological level, there is an awareness of the changes that occur with age and adap-
tation or non-adaptation to them. Age-related changes are characterized by a decrease in 
the level of functional activity, which is aggravated with aging.  

With active old age, the pensioner continues to participate in public life, continues 
to create. Old age with good social and psychological adaptation, is when a person’s 
forces are directed to those interesting and important things for him, for which there was 
no time before. This is tourism, reading books, scientific work, and communication with 
peers, and much more. There is a type of aging in which older people find themselves in 
household chores, raising grandchildren, but the adaptability and life satisfaction of 
these elderly people is lower than in the first two cases. Another type of aging is when a 
person takes care of himself, taking care of his own health, which is very important for 
this type. 

Gerontologists of the late twentieth century identified the principles inherent in 
aging. They note that aging, unlike diseases, is a universal process that is peculiar to all 
people in this age group. Aging is a property of any living organism. This is a conti-
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nuous process that is accompanied by degenerative changes (as opposed to changes that 
occur during the development and growth of the organism). It is practically impossible 
to identify all manifestations of a person's mental development, given its multidimen-
sionality and capabilities. And, of course, old age and aging do not exhaust all the re-
serve opportunities and potential for human development. The term "gerontology" was 
first introduced in 1903 in "Etudes of optimism" by Mechnikov I.I. He emphasized that 
the study of old age is not only of great theoretical interest, but also of practical impor-
tance. Modern gerontology is an interdisciplinary science, which includes the biology of 
aging, clinical gerontology (geriatrics), social gerontology (gerontohygiene) and geron-
topsychology. The task of clinical gerontology (geriatrics), a dynamically developing 
area of modern medicine, is to study the physiological and pathophysiological charac-
teristics of the old person, the characteristics of the course of pathological processes and 
diseases and their treatment. The task of social gerontology (gerontohygiene) is to 
clarify the influence of living conditions and the environment on aging, the duration and 
quality of human life. The task of gerontopsychology is to study the characteristics of 
the psyche and behavior of the elderly. An important section of gerontopsychology is 
behavioral gerontology, which studies age-related changes in the behavior of living 
beings of different species. Gender studies by both foreign and local scientists have been 
carried out for about three decades, and issues related to gender problems of the social-
lization of older people have practically not been studied. 

Methodology. The article presents research both conducted by the author and con-
ducted with her participation in the development of the methodology. The research was 
carried out by the method of questioning both with the elderly and with service per-
sonnel in social institutions. Meetings and discussions were held with representatives of 
the Ministry of Labour and Social Affairs of the Republic of Armenia, as well as with 
public organizations providing social services to the elderly who need them. The re-
search base was also made up of statistical data, analysis of international-national (local) 
legal acts on this issue, and data from conducted studies. 

Literature review. Recognizing the importance of research within all these 
sections of gerontology, psychologists pay special attention to the study of 
gerontopsychology, which is one of the most important sections not only of gerontology, 
but also a section of developmental psychology dedicated to the problems of aging. In 
her works Malkina-Pykh I. G. notes the lack of development of the psychological prob-
lems of aging, which she connects with differences in theoretical interpretations of the 
psychological characteristics of older people, the lack of reliable data on the age norm of 
various aspects of mental activity at a later age. the fact that the vast majority of deve-
loped and used methods are designed to study younger people and, of course, do not 
correspond to the characteristics of older people [Malkina-Pykh, 2021, p.180-200]. 
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On the basis of the main tasks of gerontology - the study of optimizing the aging 
process of the individual; creating favorable conditions for the life of the elderly; optimi-
zation of the system of social services and provision of elderly citizens, Antsiferova L.I. 
draws attention to the activation of elderly people in all spheres of life [Antsiferova, 
2006, p.80-85]. Thus, studies show that older people have a feeling of anxiety, a feeling 
of fear. This is the fear of old age, when a person is constantly worried about the thought 
of possible helplessness. This is the fear of illness (especially aggravated during the pan-
demic). While most older people are in good mental health, many older people are at 
risk of developing psychiatric disorders, neurological disorders, and other health condi-
tions such as chronic diseases. There is a fear of poverty, loss of income. In old age, 
people are afraid of the loss of a spouse, a loved one and, of course, death [Avgustova, 
2006, p.356-370].  

Gerontopsychology as a separate branch of psychological science began to deve-
lop actively only at the end of the twentieth century. In the scientific community today 
there are different terms: "gerontopsychology", "psychogerontology", "psychological ge-
rontology", "age psychology of aging", which, in principle, reflect the same direction of 
psychology. The task of gerontopsychology is to develop methods of psychological 
assistance to older people in connection with such changes in their lives as retirement 
and the excess free time, forced abandonment of their previous lifestyle, changes in re-
lationships with family members, loss of relatives and friends, and much more. The 
development of issues of social and psychological adaptation of older people is still at an 
early stage. The task of socialization and socio-psychological adaptation of older people 
is currently one of the most urgent for society as a whole, and the strategic task of 
gerontopsychology lies in its solution. 

In some works, using a wide range of local and foreign sources, the main problems 
of gerontopsychology are considered: psychological paradigms and theories of aging, 
personality traits in the later stages of ontogenesis, age-related changes and mental 
development disorders in old age. Theoretical approaches to psychological work with 
the elderly and its practical aspects are described, as well as the requirements for spe-
cialists working in this field [Sakharova, 2018, p.292-310]. We must admit that the 
bearer of new social forms will be the elderly person involved in the system of social re-
lations as an independent, mature personality [Ovsyannikova, 2016, p.3-4], [Sedrakyan, 
2023 p.167-200]. Agreeing with the opinions of these scientists, the author of the article 
believes that it is the development and practical application of the results of geronto-
psychology research that should be introduced into state programs of social support, 
social services, and ensuring active longevity of the elderly. Of course, it is very 
important here to have or search for funds to create appropriate conditions that ensure 
the extension of a full-fledged active life of an elderly person. 
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The issue of creating an appropriate microclimate in the family requires special 
attention. There are quite a lot of families in Armenia today with three and sometimes 
even four generations. This has its own peculiarities, own difficulties, its own joys, 
mutual assistance, love and respect. The fact that for an elderly person the family is 
more valuable and, above all values, has been shown by many studies.  

Scientific novelty. The existing system of social services for the elderly cannot 
cover the full range of socio-psychological, legal, medical, housing needs of the elderly 
and cannot ensure the inclusion of all older people who really need them. Of course, 
there is a need to introduce new models of services for the elderly. 

Currently, work is underway in Armenia to develop forms and types of services 
for the elderly. These are daycare centers for social services for the elderly, created by 
“Mission Armenia” charitable public organization, which operates in Yerevan and the 
marzes of the republic and today receives state subsidies. These are the daycare centers 
of the charitable public organization “Armenian Caritas”, this is the daycare center of the 
“Association for the Care of the Elderly”. In total, more than 2,400 elderly people 
receive services and spend their leisure time in these centers. These centers provide 
services to the elderly people with different psychological characteristics, different 
interests, individual abilities and needs. 

The teamwork of specialists, the application of an individual approach, taking into 
account the psychological characteristics of older people both in these organizations and 
in others, and in general will ensure the constant development of the social, physical and 
mental abilities of the elderly. Programs aimed at active longevity should include the 
issues of training professional personnel: social workers, psychologists, gerontologists. 

Assessment of the individual capabilities and needs of elderly people can be 
assessed using specially developed criteria that includes the psychological characteristics 
of a person, as well as modern elements and approaches [International Classification of 
Functioning, 2001]. 

Analysis. With the support of the Armenian Office of the United Nations 
Population Fund, the Swiss Red Cross and the United Nations Department of Economic 
and Social Affairs, the Ministry of Labor and Social Affairs of the Republic of Armenia 
in 2016 conducted an assessment of the needs of elderly people in the proposed models 
of community services. The author of the article took part in the development of the 
survey methodology. 

In 2019, a similar survey was again conducted in nursing homes to find out the 
needs of elderly people and their willingness to use community services. The results of 
both surveys showed that the existing system needs to be completely improved, in 
particular, in the introduction of new models of service for the elderly, new approaches 
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to solving their problems, taking into account their wishes and involving them in their 
processes. 

In 2021, the Ministry of Labor and Social Affairs of the Republic of Armenia, 
within the framework of measures to implement the Decree of the Government of the 
Republic of Armenia No. 498-L dated April 8, 2021, conducted another large survey for 
comprehensive and complete assessment of the needs of elderly people and ensuring the 
implementation of a program to improve services for the care of the elderly, as well as to 
introduce and develop services in the community. 

The study was conducted among elderly people living in nursing homes and 
elderly people living in their homes and attending daycare centers. Studies have shown, 
for example, that elderly people prefer an environment that is both protective and 
stimulating, and that would help them maintain independence. 

The results of the research have proved that it is necessary to take an individual 
approach to each elderly person, based on the social needs, and secondly, an appropriate 
legal framework must be created. An individual social program must be drawn up for 
each elderly person, and the elderly person must necessarily participate in the prepa-
ration of this program. 

As a result of the research, both specialists in the field and elderly people were 
presented with various service models that exist in different countries (for example, 24-
hour home care, active recreation and cultural life clubs for the elderly, support for fa-
milies with an elderly member, etc.). but the most favored by the elderly were the follo-
wing types of community services presented by the researchers: daily home care servi-
ces, day centers for organization of employment, leisure and cultural life of the elderly. 

Naturally, among the surveyed pensioners who do not have housing and perma-
nent residence, preference was given to stationary care facilities, while those living in 
their own home and in need of outside help preferred home care services, while more 
active pensioners preferred to visit various day centers in accordance with their interests 
and preferences. The survey showed the importance for elderly people living and ser-
viced in boarding houses for the presence of family, household items as part of their 
home. Particular attention should be paid to this when referring older people to boarding 
houses. As a result of the study carried out in general boarding houses, it was also found 
out from which marzes the persons who are served in boarding houses mainly live, as 
well as the availability of relevant services in these marzes . These results are the basis 
for the introduction of community services primarily in these marzes. In particular, five 
regions of the republic (Gegharkunik, Ararat, Aragatsotn, Tavush, Vayots Dzor) do not 
have services for the care of the elderly, and the number of people cared for in nursing 
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homes from these regions is relatively larger. Therefore, it was decided as a matter of 
priority to establish day care centers first in these areas and then in others. 

A serious financial analysis of the cost-effectiveness of existing services and 
proposed service models has not yet been carried out, but it should be noted that the 
introduction of community-based services for elderly people is several times more 
effective in terms of social, moral and psychological, healthy and active aging, 
improvement of the quality of life of elderly people and the provision of decent living 
conditions than existing services, and promotes social inclusion, independence, decision-
making and participation of elderly people, which is in line with accepted international 
fundamental principles and approaches to overcome the impacts of aging. However, it is 
also clear that the new services being introduced are more costly as they emphasize the 
quality of services and the individual approach to beneficiaries. 

The social and psychological state of elderly people is also aggravated by the fact 
that our country has not developed a system of psychological counseling on both pre-
paration for retirement and professional self-determination after retirement. In the Uni-
ted States, for example, many training programs for retirees have been developed and 
put into effect. In many European countries, you can meet people of retirement age who 
receive a second or third higher education. For them, this is not just retraining, but also 
further intellectual development. The practical introduction of permanent (continuous) 
education in relation to the elderly can be an important condition. Although in Armenia 
the state program for lifelong learning is legislatively fixed and operates aimed at 
rationalization of the lifestyle after retirement for the successful socialization of the 
elderly, positive changes in this direction has not yet been observed. 

Directing its resources to meet the basic needs of elderly people (pensions, bene-
fits, social services and care), Armenia has not yet sufficiently stimulated the social ac-
tivity of elderly people, no measures are envisaged to increase their social participation 
in public life, which should be one of the most important issues of social-gerontological 
policy. 

It must be admitted, that measures aimed at the active longevity of elderly people, 
improving the quality of social services provided to them and introducing new forms and 
types of services require resources - these are financial resources, the need to train 
specialists, and the use of the existing potential of the non-state sector, and the activation 
and increase responsibility of local governments.   

Conclusions. If until now the Republic of Armenia directed its main resources to 
meet the social and material needs of the elderly, at present the range of requests of the 
elderly is considered to be more multi-layered and diverse. Elderly people want to 
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remain economically active and live with dignity, but for this there is a  need to create an 
enabling environment. 

Increasing the social participation of elderly people in public life should be one of 
the most important issues of social and gerontological policy. 

Serious programs and investments are needed to prolong the healthy life of the 
elderly. Measures are needed to stimulate self-realization, activity and creativity of the 
older generation. Measures are needed to create and develop the institute of geronto-
logists and family psychologists. But not the least important is the development of social 
and psychological services, the development of rehabilitation services, the expansion of 
the range of medical services, services that activate the life of the elderly. 

In creating and maintaining a positive microclimate in the family, state and public 
structures, the media, targeted television programs and much more should and can be 
involved.   

It is based on psychological characteristics and personality, personal needs that a 
structure of targeted services for elderly people should be introduced, which will ensure 
their self-realization, participation in various spheres and at different levels, inclusion in 
public life, constant development of their social, physical, mental abilities. The system 
of such services should be reflected in state programs aimed at active longevity it can 
and should include both existing types of services provided, and the creation and deve-
lopment of community centers for social services, active leisure, training and retraining 
programs. What is very important, all these programs should be available to elderly 
people. 

Gerontology considers aging as a complex phenomenon that includes personal, 
social and even economic aspects of human life, since it is very difficult to single out 
individual human problems. 

And this, once again, confirms that the development of multisectoral strategies for 
active aging, the protection of the rights of the elderly, the improvement of their socio-
psychological and medical services, and the improvement of their quality of life should 
be dealt by psychologists, social workers, health professionals, psychiatrists, gerontolo-
gists, economists, lawyers, cultural workers, etc. This requires teamwork, by analogy 
with an interdisciplinary rehabilitation team, which involves all necessary specialists, the 
person himself and, of course, his family. 
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Jemma BAGHDASARYAN 
Measures necessary to improve the socio-psychological state of the elderly 
Key words: aging, elderly people, gerontology, social needs, social and psychological services, 
problems of elderly people 
 In this article the measures necessary to improve the socio-psychological state of the 
elderly are considered. The article focuses on the main issues and problems of aging, 
such as the reduction of social ties, changes in interpersonal and family relationships, 
issues of providing life, that is, problems that have their own influence and impact on 
social activity. Particular attention is paid to improving the targeting of social services 
for lonely elderly people. Attention is paid to the issues of social and psychological 
adaptation of elderly people, which is currently relevant for society as a whole, and the 
strategic task of gerontopsychology lies in its solution. It is the development and practi-
cal application of the results of gerontopsychology research that should be introduced 
into state programs of social support, social services, and ensuring active longevity of 
the elderly. Based on the versatility of the problems and issues of older people, the 
article focuses on the importance and necessity of teamwork of gerontologists, psycho-
logists, social and medical workers, psychiatrists and other specialists, the development 
of the Institute of Gerontology and Family Psychology. The data of studies both con-
ducted by the author and conducted on her initiative are provided. Conclusions are made 
and recommendations are given on the measures necessary to improve the social and 
psychological state of the elderly. 
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Introduction. The development of various forms of entrepreneurship against the 

background of the accelerating process of globalization of the world economy forces 
many countries, including the Republic of Armenia, to look for new directions and 
forms of relations in the tax field that meet today's requirements. The activity of the tax 
mechanism implies the management of the tax system of the state, which in turn 
includes not only law-making activity (preparation of draft tax laws), but also the organi-
zation of the implementation of tax legislation, that is, tax administration. Tax administ-
ration includes control over the implementation of tax legislation, as well as methodical 
and information provision of uniform application of tax legislation. The article examines 
the global experience of taxation and tax administration, which gives an opportunity to 
determine the possibilities of building an effective system of relations between tax 
authorities and taxpayers. The discussion of issues related to tax administration, both in 
Armenia and in foreign countries, is relevant and of particular interest for the develop-
ment of the RA tax system, which in the modern conditions of the formation and deve-
lopment of market relations has a special relevance for the formation of tax interaction 
between taxpayers and tax authorities and for development. The tax systems of foreign 
countries are significantly different from each other in terms of basic economic indi-
cators, the ratio of direct and indirect taxes, the level of tax culture and tax discipline of 
taxpayers, measures of responsibility for the violation of tax legislation, and sources of 
taxation. These features of taxes in each individual country depend on many factors: 
economic, political, demographic, social, which play a decisive role in the redistribution 
process of the country's gross domestic product and national income. The sources of tax 
legislation of different countries, the system of taxes and fees, as well as the level of the 
tax burden are also criteria for comparison.   

Methodology. The methodological, informational and theoretical basis for the 
scientific article was the study of international leading experience in the field of tax 
system management and tax administration, on the example of some countries with a 
developed tax system and tax administration. The mentioned methods were applied in 
the "Analyses" section of the article. In the "Introduction", "Analyses", "Conclusions" 
sections of the article, the reforms taking place in the RA tax system, the laws accele-
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rating the RA and international tax relations and other normative-legal acts were applied. 
In the "Introduction", "Analyses", "Conclusions", "Scientific novelty" the methods of 
combinations, analyses, comparisons and statistics were used to perform analyses.     

Literature review. Due to the transition to market relations, during the implemen-
tation of tax reforms, it is necessary, first of all, to understand the role of taxes in the 
process of extended reproduction [Manucharyan, 2021, pp.177-189]. Many theoretical, 
practical and methodological issues were covered in the direction of tax system manage-
ment and tax administration reforms in the Republic of Armenia were covered by V. 
Harutyunyan [Harutyunyan, et al., 2010, 600], A. Markosyan [Markosyan, et al., 2002, 
p.480], V. Bostanjyan [Bostanjyan, et al., 2004, p.158], T. Harutyunyan [Harutyunyan, 
2006, p.184] and others, and a number of issues of applying international advanced ex-
perience in the mentioned fields were studied in the works of foreign authors: S. Akseo-
nov [Akseonov, 2010], I.Pogodina [Pogodina, et al., 2017], E. Pospelova [Pospelova, 
2014, p.14]  and others. Taking into account the results of the researches, it is necessary 
to understand how the application of advanced international experience of tax system 
management and related administration in the Republic of Armenia contributed to the 
formation of an effective tax system. In the conditions of market relations, the Republic 
of Armenia, as a state, is one of the most important economic regulators of the state 
regulation of the economy. In turn, the state financial management itself completely 
depends on how correctly the state management system is structured, the quality of 
which largely determines the amount of tax and other revenues of the RA state budget, 
which is necessary for our state to carry out public functions [Manucharyan, 2022, p. 
118-129]. The application of world leading experience in tax administration and ma-
nagement of the tax system will enable in our country to determine the possibilities of 
building an effective system of relations between tax authorities and taxpayers, in parti-
cular, information interaction between the tax authority and business entities, since they 
create suitable conditions for taxpayers to deal with tax authorities creates. 

Scientific novelty of the analysis of the experience of leading foreign countries in 
the field of tax system management and tax administration includes the set of measures 
aimed at identifying the features of a good tax system in the Republic of Armenia, 
evaluating the various factors affecting it, and studying the issues caused by them, the 
author's research has contributed significantly to the creation of the necessary metho-
dological and methodical foundations for the regulation and effective management of 
existing relations in the given field. Consequently, the ongoing variability of economic 
processes and the current socio-economic situation of the republic clearly require the 
improvement of the developed and implemented tax administration, and the implementa-
tion of an effective tax policy in that direction. According to the author, the need for fur-
ther reforms of the tax system in the Republic of Armenia is due to several circum-
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stances. First, the author's analyzes show that the formed tax system still remains 
vulnerable in many ways, and the imperative of full implementation of the country's 
economic development opportunities requires the exclusion of systemic factors that 
hinder it. On the other hand, the need to review the management of the tax system and 
tax administration is to a certain extent determined by the qualitative changes imple-
mented in the economy. The fact that the state does not play a decisive role in the eco-
nomy makes it necessary to exclude any discrimination against business entities and 
various sectors of the economy in the application of tax and in general all other levers of 
state administration. The principles and mechanisms of tax administration and manage-
ment of the tax system in RA must be periodically reviewed, in accordance with the tax 
policy conducted by the state, with the general guidelines defined by the plan of the 
Government of the Republic of Armenia, promptly responding to internal and external 
economic changes, as well as information technology progress, defining in line with 
them. new strategic directions and measures of development.  

Analisis. The tax administration system is a part of the management of the system 
of organization of relations between tax administration presented by taxpayers and tax 
authorities, within which the tax discipline defined by law must be observed, which in 
turn regulates taxation processes and the specific technology of tax relations, as well as 
tax legislation and measures of responsibility for the violation of the powers of tax 
authorities. As a set of ways and means, the tax administration in RA recently has a cer-
tain orientation towards the improvement of the organizational and methodical forms of 
the observed relations. We have conducted a comprehensive and in-depth professional 
analysis of the tax systems of some developed countries with long-term experience in 
the field of taxation, which gives an opportunity to evaluate the changes taking place in 
the Republic of Armenia in recent years, as well as to imitate and localize the achieve-
ments of that field of state activity.  

United States of America (USA). “There is nothing permanent in this world ex-cept 
death and taxes” (Benjamin Franklin, politician, one of the authors of the US Decla-
ration of Independence) [Akseonov S., 2014, 14]. 

The US tax system is considered to be one of the most efficient tax systems in the 
world. The US federal government receives 70% of tax revenue, state governments 
receive 20%, and local governments receive 10% [Leightner, 2011, 539-549]. The US 
tax system is based on constitutional principles, which are the legal basis for federal and 
state tax legislation [Devereux, 2014, 449-475]. In the USA, the principle of fair taxation 
applies, which means uniform legal conditions for tax collection, taking into account the 
real capabilities of the taxpayer and, consequently, the uniform requirements of tax le-
gislation [Listokin, Schizer, 2012, 179]. At the same time, the principle of tax immunity 
is defined, which was formed in judicial practice as a result of the interpretation of 
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“commercial agreements”, which establishes the right of Congress to prohibit the im-
position of taxes and commercial relations between the states [US Federal Constitution]. 
The US Federal Constitution also enshrines the principle of equality of privileges and 
immunities, according to which all state taxpayers, regardless of citizenship, are equal 
before the state's tax laws [Lora, 2007, 185-212]. US tax law does not define federal, 
state and local taxes. States have the right to establish any taxes in their territory, the 
main thing is that they comply with the constitutional principles of taxation. The US tax 
system is characterized by the parallel use of the main types of taxes by the federal 
government, state governments and local government bodies [Listokin, Schizer, 2012, 
179] . For example, US citizens pay 3 types of income tax (federal, state, local), 2 types 
of property tax and universal excise tax (state, local), and 5 types are included in the 
price of some products (fuel, tobacco and wine-vodka products). excise (federal, state, 
mixed, universal and special excises). In the taxation system, the main types of taxes are 
applied according to the levels of government: higher, where federal taxes are collected 
and entered into the federal budget, middle, where taxes and fees set by state laws are 
collected and entered into state budgets, lower, where taxes set by local self-government 
bodies are collected and entered into local budgets. In practice, the states have virtually 
unlimited autonomy in setting taxes because the US federal tax code, unlike in many 
federally structured countries (such as Russia), does not define the types of taxes 
applicable in the states. Federal taxes have a progressive nature, that is, as the object of 
taxation increases, the tax rate also increases, while state and local taxes are calculated at 
regressive rates. The US tax system is considered one of the most complex tax systems 
in the world1 (see Table 1).  

Table 1. The USA tax system 

 
                                                             1 The table was compiled by the author. 

Income tax Income tax Income tax
Corporate Income tax Corporate Income tax Corporate Income tax
Payments to social insurance 
funds Payments to social insurance funds Payments to social insurance funds
Excise duties Excise duties Excise duties
Gift tax Gift tax Gift tax
Customs duties Sales Tax Sales Tax

Property tax of natural persons and 
organizations

Property tax of natural persons and 
organizations

Taxes from vehicle owners Taxes from vehicle owners
Environmental taxes

Federal Taxes State Taxes Local taxes
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The US tax system is mainly oriented towards direct taxes. Direct taxes account 
for 70% of all tax receipts, with federal income tax accounting for more than 50%. Sales 
tax and excise taxes are preferred among indirect taxes. VAT is not defined in the USA, 
while in European countries VAT is the main source of state revenue. The main types of 
taxes in the formation of federal budget revenues are: personal income tax (levied in 46 
states), corporate income tax (levied in 40 states) and payments to social insurance 
funds. They account for 75% of federal budget revenues, 10% for corporate taxes. Cus-
toms duties are levied only at the federal level, their share in federal budget revenues is 
4%, excise duties - 3%. US taxes are considered one of the lowest among the developed 
countries of the world, their share in GDP is 25.4%, while in the countries of the 
European Union this figure is on average 41.5%, and in the member countries of the 
Organization for Economic Cooperation and Development 36.3%. The tax relationship 
is governed by the US Internal Revenue Code. The US tax system is highly decent-
ralized. Each state has its own tax system and tax revenues are not redistributed among 
individual states. The powers of supervision and control in the tax field are assigned to 
the Internal Revenue Service (IRS) operating under the Ministry of Finance. It's the US 
Internal Revenue Service. The IRS is responsible for tax compliance by taxpayers, pub-
lishes manuals and guidance on the application of federal tax laws, monitors the accu-
racy of the application of the tax code, including tax collection and audits, and defends 
the interests of the United States in tax disputes. The activity of IRS is aimed at ensuring 
the tax revenues of the state treasury with minimum costs. For example, in fiscal year 
2019, the IRS collected more than $3.56 trillion in tax revenue and processed more than 
253 million tax returns, while spending just 33 cents on the IRS for every $100 collected 
[IRS, DATA BOOK, 2019].  

People's Republic of China (PRC). In China, the tax system plays an important 
role in macroeconomic control, which contributes to the increase of tax revenues of the 
country's budget and effective distribution of revenues, and the fiscal system plays the 
role of an automatic stabilizer of the economy. In the PRC, taxes are divided into two 
groups according to the distribution of tax administration powers [Pospelova, 2014, 6]. 

1) central or national taxes (VAT, profit tax, consumption tax, etc.); 
2) local or regional taxes (entrepreneurial activity tax, personal income tax, re-

source tax, property tax, etc.).  
China's tax system is quite complex and consists of 26 main taxes, which are in-

cluded in 8 groups1 (see Table 2). The central (national) tax administration is carried out 
by the tax authorities of central taxes under the management system of the General State 
Tax Administration. Local (regional) tax administration is carried out by the tax autho-
rities in the local (regional) tax management system of individual provinces, which are 
                                                             1 The table was compiled by the author.  
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subordinate to the People's Governments of the provinces and the General State Tax 
Administration.  China ranks among countries with a relatively low level of tax burden. 
Thus, over the last 10 years, the level of the tax burden, which is estimated as the ratio of 
the total amount of taxes entered into the budget system to the GDP, did not exceed 15% 
[Pogodina I., 2017, 68]. China's economy is the fastest growing in the world, with a 
growth rate of about 10% over the past 30 years. Today, China is a space and nuclear 
power, which already from 2020 occupies the first place economically in the world, pu-
shing back the USA. China also has more than 50% of the world's currency reserves. The 
main feature of China's tax system is that, for the first time in the world, an efficient tax 
system adapted to the «socialist market economy» was created in that country [Popova, 
2011, 259].  

Table 2. The PRC tax system 

 
United Arab Emirates (UAE). The UAE tax system is quite unusual. There are no 

ordinary national VAT, profit tax and income tax. Each emirate sets its own tax system. 
But it was the tax system that turned the UAE into one of the biggest financial centers in 
the Middle East. There is no uniform tax legislation in the UAE. Each emirate sets its 
own tax policy. According to the Index of Economic Freedom, which is determined an-
nually by the American Heritage Foundation and The Wall Street Journal, the tax policy 
of the UAE has been rated as one of the highest level tax policies in the world [Pogo-
dina, 2017, 70]. In the "Financial Freedom" category, the UAE annually receives 99.9 
points (In the index, the country's "financial freedom" indicates the degree of tax burden) 
[btimes.ru].  In individual emirates, a system of corporate taxes is defined for various 
spheres of activity. Thus, the entire oil industry and the banking sector pay income tax, 
capital tax, profit tax, corporate tax. There are more than 10 free economic zones (FEZs) 

Tax group Types of taxes
VAT:
consumption tax (sales tax)
corporate income tax;
profit tax of foreign organizations;
personal income tax
natural resource use tax;
Urban and Township Land Use Tax
City Maintenance and Construction Tax;
Land Appreciation Tax;
Fixed Assets Investment Orientation Regulation ;
land sales tax
property tax;
Hous property tax
Vehicle and Vessel Usage Tax;
stamp duty;
property transfer tax
agriculture tax;
Animal Husbandry Tax
export duty;
import duty

agricultural taxes

Customs duties

turnover taxes

taxes on profits (income)

resource taxes

targeted (special )taxes

property taxes

taxes from operations
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in the UAE, each of which is regulated by a separate government agency that registers 
businesses and issues licenses to them. Tax freedom is one of the main advantages of 
free economic zones. Enterprises registered in the FTA are exempted from corporate 
taxes for 15 years. The law also provides for the possibility of extending this regime for 
the next 15 years. Company employees are exempt from all personal income taxes. 
Thus, the introduction of a general tax collection system for all citizens of the UAE may 
lead to the fact that some sections of the population simply will not be able to pay them. 
Therefore, today the United Arab Emirates does not change its traditions, which makes 
this country special for everyone.  

Singapore. As an international financial center, Singapore offers significant tax 
benefits and a favorable investment environment as a center for regional and interna-
tional business development. Taxes in Singapore's tax system are used to make Singa-
pore a stronger nation, a more attractive business environment and a more vibrant econo-
my, a place that Singaporeans are proud to call “home” [iras.gov.sg]. Taxes in Singapore 
are divided into the following main groups: 

1) Income tax that applies to the income of individuals and companies. The cor-
porate income tax rate is 18% and the tax rate for individuals is a progressive rate ran-
ging from 0% to 20%. Overall, Singapore remains one of the lowest income tax count-
ries in Asia, ahead of China (income tax rate 25%), Taiwan (25%), Malaysia (26%), 
Thailand (30%) and second only to Hong Kong ( 16 .5%).  

2) Goods and Services Tax (GST). This is a consumption tax that is paid on the 
sale of goods or services, as well as on imports. It appears to replace VAT. The tax rate 
is 7%. 

3) Property tax. Property taxes are paid by property owners based on the expected 
rental values of the property. The annual rate is 4% - 10%.  

4) Stamp duty. This applies to commercial and legal documents relating to shares 
and real estate.  

5) Taxes on betting. This is a fee levied on private lotteries, betting and lottery 
games.  

6) Motor vehicle taxes. These are taxes (other than import duties) that apply to 
motor vehicles.  

7) Customs and excise duties. Singapore is a duty free port and has relatively few 
excise and import duties. They are mainly applied to cars, cigarettes, petroleum products 
and beverages. 

8) Casino tax. This is a tax levied on the gross gaming revenue of casinos.  
Singapore has a territorial principle of taxation. If the management of the company 

is located outside Singapore, profits from foreign sources are not taxed in Singapore, 
provided they are not repatriated to Singapore. Singapore applies a one-tier taxation 
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system, according to which all dividends received by shareholders are exempt from 
taxes and do not include the franking dividend amount1. The process of tax revenue 
collection is carried out by the Inland Revenue Authority of Singapore (IRAS), which is 
part of the Ministry of Finance. The latter has shown itself as an efficient and bu-
reaucratic tax authority. The IRAS plays a key role in the formulation and implementa-
tion of tax policy, as well as the technical and administrative implications of such imple-
mentation. The purpose of the IRAS is to create a competitive tax environment that en-
courages development and strengthens the entrepreneurial spirit. 2018-2019 In the fiscal 
year, tax revenues accounted for 72% (or $53.5 billion) of the Singapore Government's 
Government Operating Revenue (GOR) collected by the IRAS [iras.gov.sg] .  

Conclusions. Comparing the tax systems of developed countries, we come to the 
conclusion that despite all the differences and diversity, they have a lot in common, 
which allows them not only to successfully fulfill the tasks set before them within the 
country and establish mutually beneficial relations with taxpayers, but also to cooperate 
effectively, at external economic and political levels. The current system of tax administ-
ration in Armenia was built on the basis of the best modern foreign experience, despite 
the fact that the conceptual approach to taxation in the tax laws of developed countries is 
somewhat different from that adopted in our country, which significantly depends on 
political and administrative structures, the level of legal culture, etc. Thus, the study of 
the tax systems of developed countries, which have long-term experience in the field of 
taxation, allows to evaluate the changes taking place in the Republic of Armenia in re-
cent years, as well as to imitate and localize the achievements of that field of state acti-
vity, in particular: 

1) Based on the existing world experience, in order to improve the tax administ-
ration of the Republic of Armenia, the activities of tax authorities should be as close as 
possible to the needs of taxpayers. 

 2) The implemented tax policy and the procedures and mechanisms arising from it 
must fully comply with the principles of national tax legislation, taking into account the 
requirements of the provisions of international treaties and normative-legal acts.  

3) Tax administration reforms should be aimed at solving the existing problems of 
taxpayers, providing each business entity with the necessary access to information in 
accordance with the tax legislation, based on business needs. 

4) The relations between the participants of tax legal relations should be based on 
the principle of cooperation, that is, the partnership model of relations should be imple-
mented, and the most important principle of tax control should be the preservation of the 
taxpayer's guarantees and rights.  

                                                             1 Franking credit – Additional amounts paid by the Company against dividend tax. 
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5) It is necessary to develop the serious potential of such instruments of legal regu-
lation, such as preliminary agreements on business taxation, which are concluded bet-
ween tax authorities and taxpayers. Foreign experience testifies to the high efficiency of 
this means of regulating tax relations.  

6) Attention should be paid to the introduction of the institute of tax consultants in 
the tax system of Armenia. The latter should become real mediators between taxpayers 
and tax authorities, becoming an important link in the system of tax relations. 

7) It is necessary to develop the preliminary inspection analysis, which allows to 
reduce the time of the taxpayer's inspection.  

Thus, the application of the above-mentioned measures proposed by the author 
will create an opportunity to move tax relations in the Republic of Armenia to a quali-
tatively higher level, creating the necessary conditions for effective interaction between 
tax authorities and taxpayers, and the significant economic changes that have taken place 
in our country in recent years and the continuous reforms of the market economy will be 
a significant incentive. For increasing the efficiency and further improvement of the RA 
tax system and tax administration. 
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The role and significance of international experience of tax administration and tax 
system management in RA tax system 
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entries 
 In general, the fiscal goal of the state tax policy has always been and will be the most 
important for our state. However, the relationship between the main and secondary goals 
and their content may be different depending on the socio-economic and tax strategy 
chosen by the state. The tax policies of different states differ in their characteristics and 
uniqueness. These differences are caused by national characteristics, geographical and 
historical factors, the state of the economic and social spheres and many other criteria. 
At the same time, the tax policy of the same country, even in conditions of an un-
changed socio-economic structure, can differ significantly. Continuous changes in the 
economic and business environment of the Republic of Armenia create the need to 
anticipate new challenges and take appropriate steps to respond to them. Consequently, 
the focus of our state's tax policy activities in the coming years will be increasing the 
efficiency of tax administration, preventing offenses, modernizing infrastructures, 
providing service to taxpayers by improving management systems, strengthening tax-
payer-tax authority cooperation and trust, which will instill the importance of tax 
discipline in the public. especially in overcoming emergency situations and ensuring the 
normal functioning of society. The achievements of the RA tax system management and 
tax administration are the cornerstone of defining the future directions of development 
and initiating the necessary measures for their implementation. And in a perfect dis-
tinction, the tax policies of the state and business entities will have one goal: the 
development of our country's economy, because it leads to the advancement of the eco-
nomy, the increase of GDP, the growth of budget revenues, the increase of the material 
well-being of businessmen and the national population, etc.  
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Introduction. After the beginning of the Ukraine crisis, new political, economic 
and human changes have occurred in the world. The war is the most important sector 
that has affected food security. Global food security is one of the most critical sectors 
affected by this crisis. Of course, its effects have not been the same in all countries. 
Some countries have been more dependent on food imports, and those dependent on 
imports from Ukraine have suffered more damage. There is a dangerous situation in 
some poor countries. In fact, the war has caused considerable inflation in food items by 
affecting the world food market. Ukraine and Russia are important food producers. By 
considering it, one can realize the importance of their role in the world market and the 
impact of war on it. It should also be mentioned that Iran is one of the importers of food 
for its large population. In this article, an attempt is made to discuss the relationship 
between food security in Iran and the war in Ukraine. Has the war in Ukraine 
significantly affected food security in Iran? And whether there is a direct relationship 
between food insecurity in Iran and the war in Ukraine. 

Methodology. This article aims to show that the relationship between the war in 
Ukraine and food insecurity in Iran is complex relationship. This complexity is more 
than what many other countries have experienced. The method of investigation and 
research in this research was in the form of a library, as well as interviews and dis-
cussions with experts. Some of the information in this research has monthly changes, but 
the general trend has been constant in recent months. In this regard, it is essential to look 
at the statistics and research of international organizations. Interviewing and discussing 
and reviewing the analysis of experts and researchers has been another part of this pro-
ject. A part of the theoretical structure of the article, which requires basic knowledge of 
Iran and its systems, can be found in research and books in library study. Considering 
the daily and rapid changes in Iran’s economy, politics, and instability, an essential part 
of the research has been carried out by following the news and reports of organizations 
and ministries. Interviewing and discussing and reviewing the analysis of experts and 
researchers has been another part of this research. 

Literature review. Different researches have been conducted on the Ukraine crisis. 
Also, the regular reports of international organizations that exist around this crisis. Each 
of these reports and researches examines the conditions from an aspect. In the report of 
the World Bank in December 2022, it examined the situation of food security in the 
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world [The World Bank, December 2022]. The view of World Bank's report was the 
study of food security in the world. That report has a more descriptive view, while in this 
research, the goal was to find the roots and examine the links between events. In the 
UNCTAD report entitled Global Impact of war in Ukraine on food, energy and finance 
systems. It has focused on the global effects of the war in Ukraine, especially on the 
food, energy and financial sectors. This report describes the situation in detail [UN, 
2022]. This report is global and unlike the current research, it does not enter into the 
complex regional debate of Iran. Also, reports and expert statements of the United 
Nations [UN press release, 2022] and the World Trade Organization regarding energy 
conditions or agricultural inputs have been considered in our research [FAO and WTO, 
2022]. Each of these reports deals with specific aspects of the crisis, but they do not deal 
with examining the regional effects of them. 

In the joint report of WFP and FAO, the three-month perspective of hunger in the 
world has been investigated. In this report, the hotpots of hunger have been discussed 
(WFP & FAO,2022). But these researches are regional and general. We have been 
looking in the present research to examine the impact of the Ukrainian war on Iran. But 
what the reporters and writers say in Iran can also be checked. These writings and 
experts generally do not investigate the role of war on Iran or try to show it in a weak 
light. In the Khabar online report, the importance of Ukraine in the world's food market 
is discussed in order to point out the effect of the war on this market [Khabar, 2022]. But 
the discussion of its direct connection with the Iran crisis has been avoided. In some 
reports, the issues of currency price management in Iran have been investigated and they 
have considered the cause of the food inflation crisis. In an article titled Iran's Food 
Inflation Reached 71%, Bahar News describes the components of that inflation [Bahar, 
2022]. But it does not mention the role of the war in Ukraine.  

Scientific novelty. In general, if we want to point out the innovation of this article, 
we should consider it in the examination of the role of the war in Ukraine on the 
disturbance of the food market in Iran. Has the turbulent situation of the Iranian market 
been affected by the war in Ukraine, like many other countries in the world!? Due to the 
lack of transparency between the Iranian authorities and the policy-making of manage-
ment, there are many differences in the thoughts and opinions of various economic and 
political officials in Iran. Also, in foreign sources, the claims of Iranian managers and 
authorities have been discussed less. Iran's developments are happening rapidly. The 
conditions of food insecurity are also expanding. Considering the totality of these issues, 
the investigation of this issue and claims is important. 

Analysis. First, there is a need to look at the changes in global inflation from the 
perspective of the World Bank. 88.2% of low-income countries, 91.1% of lower-middle-
income countries, and 93% of upper-middle-income countries have seen inflation levels 
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above 5%, with many experiencing double-digit inflation. The share of high-income 
countries with high inflation has also increased sharply, with about 82.1% experiencing 
high food price inflation [World Bank, 2022]. 

In the second stage, there is a need to examine the position of Iran in this global 
inflation. For a better understanding, you can refer to the report of the Iran Statistics 
Center. In its latest report, this organization announced the point inflation for Mehr (Sep-
tember) 1401 (2022) at 48.6 percentage points. In the meantime, the inflation of food 
items, that is, the group of foods and beverages, has been on the index of 71.4 
percentage points. This high inflation rate shows the severity of the crisis [Bahar, 2022]. 

According to the report of the World Bank, the spot inflation of food in Iran has 
reached 84% during this period, which is the sixth in the nominal index, but in the real 
inflation index, Iran ranks third after Zimbabwe and Lebanon, the highest real food 
inflation rate in the world (The World Bank Food security update, December 2022). 

The statistics show the crisis in rising prices. This shows the inability of the 
government to manage the crisis. Although the Iran government declares its economic 
policies very successful, the reality shows something different. This failure in food 
policies will have short and long-term effects. Here again, some important statistical data 
are mentioned. In the last year (2021), the prevalence of moderate or severe food 
insecurity in Iran was 42.40% which includes (35.60 million people). The severe food 
insecurity rate in Iran was 7.70% (6.50 million people) and the prevalence of 
undernourishment in Iran was 4.10% (3.40 million people). As per the last report in 
December 2022, the prevalence of insufficient food consumption in poor and borderline 
food consumption scores in Iran is 10.33% (GAFC. December 2022). 

There are several reasons for food insecurity in Iran. One of the most important 
reasons is that Iranian have become poorer over time. This problem has different 
economic, political and international reasons, all of which are rooted in the inability of 
the country's management and lack of understanding of national interests on the one 
hand, and economic corruption on the other, among the reasons for this crisis. Apart 
from those long-term root causes also the war in Ukraine has affected this crisis. 

In order to make the issue clear, it is necessary to examine the possible ways of 
impacting the war in Ukraine on food security in Iran. Ukraine plays a unique role in 
global food production and its market. Some of the most important agricultural products 
are produced there and exported from there. Ukraine is the seventh-largest producer and 
fourth-largest exporter of corn in the world, responsible for 13% of global exports in 
2021-2020. Ukraine is the eighth-largest producer and sixth-largest exporter of wheat in 
the world, responsible for 8.5 percent of global exports in the 2021-2020 business year. 
According to the Iran Livestock and Poultry Importers Union inspector, corn, oilseeds, 
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soybean meal, seeds, soybean wheat and barley are imported from Ukraine (Khabar 
online, 4.2022). Ukraine is the largest producer and exporter of sunflower seeds and its 
products in the world, which was responsible for 47% of global exports in the business 
year 2020-2021 [Irna, 2022]. 

Here, we should also mention the important role of Ukraine in the chemical 
fertilizer production market in the world. The spokesperson of the Iranian Customs 
Organization says this about the number of imports from Ukraine and the imported 
goods: In 11 months of this year (2021- March 2022), we exported 105 thousand 249 
tons of goods worth 67 million 34 thousand 13 dollars to Ukraine. Also, during this 
period, the number of imports from Ukraine was 174 thousand 589 tons of goods worth 
111 million 985 thousand 274 dollars. He continued: The main goods imported from 
Ukraine include wheat, corn, oilseeds, and cocoa powder (sedayebourse, 3.9.2022). 

The changes and drastic reduction in trade between Iran and Ukraine should be 
considered based on the political relations and economic results of its. The Eco Iran 
economic research website shows that after the start of the war, this trade decreased 
drastically. The analysis of Iran's customs statistics in the first six months of this year 
(Iranian Year, March-August 2022) shows that the volume of trade between Iran and 
Ukraine is 13 million and 283 dollars. Meanwhile, Iran's export amount is 11 million 
and 765 thousand dollars. Although Iran's customs authorities stated that Iran-Ukraine 
trade has never been high but in Iran's special conditions, this decrease in trade is 
significant. In the report of the Iranian Chamber of Commerce, quoted by UNCTAD, 
this is what is said about the war in Ukraine. The Food and Agriculture Organization of 
the United Nations (FAO) reported the third consecutive record of the food price index 
(April 8, 2022). Food prices have increased by 34% compared to last year at the same 
time. Global inflation last year reached the highest level. The limit of the last decade 
increased by 5.2 per cent [Iran Chamber of Commerce, 2022, pp.6-8]. 

Here, although it can be said that there is not much connection between the Iran-
Ukraine trade and the food insecurity crisis in Iran, this does not mean that the Ukraine 
crisis has no effect on the food security situation in Iran. The increase in fuel prices 
caused by the war crisis in Ukraine has been influential both by increasing the costs of 
planting, growing and harvesting on the farm and the lives of farmers and by increasing 
the cost of producing chemical fertilizers. Russia, the world's largest manufacturer of 
chemical fertilizers, is involved in the war. Belarus is also as most important Russian 
supporter who has a role indirectly in the fight against Ukraine. Both of these countries 
have a significant share in the production of chemical fertilizers in the world. According 
to the FAO report, although the changes in the number of fertilizer exports from Russia 
were not significant, the amount of potassium fertilizer exports from Belarus decreased 
significantly in the first half of 2022. Belarus' exports of potassic fertilizers declined 
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from 3.62 million tons in H1-2021 to 1.95 million tons in H1-2022 [FAO, 2022]. As 
mentioned earlier, Ukraine plays an important role in the chemical fertilizer production 
market in the world. The war crisis in Ukraine has hurt this sector too. The production of 
chemical fertilizers is a very energy-intensive process. Especially in the nitrogen fertili-
zer process, there is a lot of gas is required for factories. According to the research of the 
International Fertilizer Association, 50 to 70% of nitrogen fertilizer production factories 
in Europe are working with less capacity. FAO adds in its report that many greenhouses 
in Northern Europe are also suffering from energy problems. It is believed that this will 
affect the amount of agricultural production and ultimately the price of food crops in 
2023 in the world [Ibid, p.5]. In this way, food security in Iran has been damaged like 
many other countries. If we look at Iran's statistics, we can understand the country's 
significant dependence on imported fertilizers . 150,000 tons of chemical fertilizers were 
imported in 2021. It had a value of about 104.7 million dollars. If it compared with the 
previous year (2020) decreased by 28% in weight and 14% in value [ISNA, 2021]. 
Although this amount is not much compared to the total consumption of 4.5 million tons 
of chemical fertilizers per year, it has affected the market price of fertilizers. The crisis 
of subsidies, taxes, and chemical fertilizers caused a jump in the prices of these products 
in Iran. As a result, the country's fertilizer consumption has decreased. Reducing the 
amount of fertilizer consumption will be directly related to the amount of production of 
products and their prices. 

The Iranian government provides statistics whose accuracy is not yet known. For 
example, wheat, as a strategic product on which the government claims a lot, has 
increased its production by 2.6 million tons in a one-year period and reached 13 million 
tons in 2022. Also, the country's total grain production increased from 17.9 million tons 
in 2021 to 20.3 million tons in 2022 [ISNA, 2021]. In this way, even if we trust the 
accuracy of Iran's statistics, some of which are approved by international organizations, 
this increase in production has not prevented the rampant inflation of food prices and the 
threat of food insecurity. Of course, it should be noted that this increase in production is 
only in some food products. Iranian Experts give different reasons for this high rate of 
food inflation. One of the most important reasons is the removal of government 
subsidies for some food items. A large part of the Iranian people has reduced their food 
consumption. The consumption of essential products such as dairy products, beans, rice, 
meat, and fruits has decreased a lot. Some of these main foods' consumption has reached 
half during a year. Also, due to the continuous and rapid decline in the value of the 
national currency, people's purchasing power has decreased day by day, and the cost of 
producing products has also increased. One of the most important reasons is the 
sanctions against Iran, which have greatly increased the cost of producing products in 
the country. But what Iranian experts rarely mention is the role and contribution of the 
destructive policies of the Iranian government in the creation of sanctions. As a result of 
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Iran's severe economic sanctions, the government's revenues have decreased drastically 
in recent years. The government of Iran tried to allocate a part of the government 
currency to the import of essential goods for the country with the policy of multiple 
currency rates. In this way, several different currency rates were allocated with different 
priorities. Imported goods were also prioritized in order of importance. The government 
currency at a lower price was in the hands of some people to import essential goods, but 
this policy failed badly and fueled economic corruption. Certain people with rent could 
import goods with government currency and sell them at a much higher price in the open 
market. Also in this way, unnecessary goods were also imported. In this way, this policy 
could not secure the market of essential goods for Iranians, including the stable supply 
of food security. 

 Although most of these crippling sanctions are due to Iran's nuclear program, part 
of it is also due to Iran's policies against the war in Ukraine. It is not possible to separate 
the various factors that caused the sanctions from their effects and the foreign policy of 
the Iranian government. In the most obvious form of these policies, the government of 
Iran, and especially the leader of Iran, by supporting Russia in the Ukraine war, prac-
tically undermined Iran's historical neutrality policy. Although Iran's government has 
repeatedly claimed neutrality, its practical behaviour does not show anything like that. 
Also, the controversy over the sale of Iranian drones to Russia and their important role in 
the battles has caused the Iranian government to point fingers. Due to the severe tensions 
regarding Iran's nuclear program with Western countries and the historical and ideo-
logical anti-Westernism of the Iranian government, this government has become 
increasingly dependent on Russia over the years. Iran may be subject to more sanctions 
in the future due to its involvement in the Ukraine war. Even without direct sanctions, 
due to the reputation of the Iranian government as a supporter of Russia in the war, the 
global image has been severely damaged, and this has a great effect on the customers of 
Iranian products. Also, helping to continue the war will indirectly cause more inflame-
mation in the world market of fertilizers, poisons, energy and food, which will have an 
effect on the deterioration of the situation at the global level and in Iran. 

Conclusion. By examining the set of conditions that have led to the chaotic state 
of the food market in Iran, we can find out various reasons. Severe economic sanctions 
due to Iran's nuclear program cutting off some subsidies for several food items, inef-
fective management of the country's food security, and the effects of the Ukraine war on 
food security worldwide. How much the war in Ukraine has affected the food insecurity 
crisis in Iran is a complicated issue. The war in Ukraine, by increasing the value of food 
and agricultural inputs in the world, has caused high food inflation in the world and in 
Iran too. But the war in Ukraine has other complex connections because the government 
of Iran is an indirect supporter of Russia and therefore is the object of the wrath of the 
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world. Overall, the food security crisis in Iran has been affected by the war in Ukraine, 
even though Iran has not had much trade with Ukraine. It can be evaluated as such. Iran's 
fragile and semi-bankrupt economy is affected by any global event more than other 
countries. In this way, when the waves of global food inflation hit the broken ship of 
political and economic management of the Iranian government left many traces. 
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 In the past year, Iran has witnessed high inflation of food items and the spread of food 
insecurity. However, the whole world has witnessed the crisis of rising food prices after 
the war in Ukraine. Russia and Ukraine are two large producers of agricultural fertilizers 
and some food products, which, along with Belarus (sanctioned supporter of Russia and 
producer of fertilizers), can play an important role in price changes in the market .But 
this trend of rising prices has been more intense in Iran. So much so that according to 
the official report of the World Bank, Iran is the third country in the world in the real 
rate of food inflation. According to the rapid changes in food prices, there is a con-
nection between the war in Ukraine and food inflation in Iran. On the other hand, studies 
show that due to the lack of high food trade between Iran and Ukraine, this unbridled 
food inflation in Iran cannot be caused by the problem of imports from Ukraine. As a 
result, there is an indirect relationship between the war in Ukraine and food inflation in 
Iran. A set of factors such as harsh sanctions, non-payment of subsidies, multi-rate 
currency, rent, etc. has created a potential for explosion. And the war in Ukraine played 
a role of a match on this gunpowder store. 
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Introduction. In the modern world, when uncertainties and force majeure situa-

tions are increasingly dominant, the implementation of continuous measures aimed at in-
creasing the efficiency of public finance management, especially in economically weak-
ly developed countries, becomes more relevant. In this context, the development and 
implementation of an effective fiscal policy is very important as a means of realizing the 
redistributive function of income performed by the state. The problems of fair redistribu-
tion of income are more important in countries with limited internal financial resources, 
where the priority of the implemented tax policy should be primarily the formation of a 
tax system aimed at economic development, expansion of the tax base, which can signi-
ficantly contribute to increasing the tax potential of the economy. The main goal of this 
article is to propose a new approach to factor estimation of tax expenditure and tax gap. 

Methodology. Within the framework of this article, the general logic of the me-
thodology is as follows: the method of statistical data analysis with analytical and des-
criptive stages was used. In the analytical stage, statistical observation, absolute and 
relative statistical value determination and sampling methods are most applicable. A 
systematic collection of data on tax expenditures, GDP, economic growth, macro-level 
tax burden, state budget revenues and expenditures, and deficit was made using the 
statistical observation method. By combining the methods of determining the absolute 
and relative statistical value and the sample, within the framework of the analysis carried 
out in RA for 2015-2023, the essential reasons were identified and the main factors 
influencing the tax expenses and the tax gap were highlighted. At the descriptive stage, 
the collected data were presented in the form of charts and tables. For the analysis, the 
websites of the RA Ministry of Finance, the RA Government, the RA AEC, the official 
reports of the RA SRC, the decisions of the RA Prime Minister, their annexes, as well as 
the annexes of the Government's budget messages and explanations of the relevant years 
published by the RA Ministry of Finance were used. 

Literature review. For the first time in the Republic of Armenia, the amount of tax 
expenses was estimated for 2015, which was included in the explanation of the RA Law 
"On the State Budget of 2015" as a separate appendix. It is necessary to note that 
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although the concept of "Tax expenditure" is not defined by the current legislation of the 
Republic of Armenia, but, in terms of content, tax expenses are the tax revenues that are 
not collected (less collected) from the state budget as a result of existing tax privileges, 
or the alternative expenses incurred by the state in the amount of these revenues, because 
tax expenses lead to a reduction of budget expenses in the amount of the corresponding 
amount [Budget message, 2023]. In the context of the discussed problem, in 2020 On 
December 30, the RA Prime Minister's decision was adopted, "On approving measures 
aimed at reducing the tax policy gap" [Annex to N1455-L], which states: "The gap in tax 
policy is the totality of tax revenues that are not collected or less collected as a result of 
the tax legislation. In this sense, locating and continuously reducing the gap in the tax 
policy is highly important from the point of view of consolidating and effectively using 
the country's internal resources" [Annex to N1455-L]. Undoubtedly, the tax expenditure 
is the most important component characterizing the tax potential of the economy, 
because the tax potential is the sum of collected tax revenues, tax expenditure and tax 
shadow. In this context, I.V. Berdichevsky in his research "Tax potential in the system 
of economic concepts" puts forward the income (resource) approach, defining the tax 
potential as the maximum amount of collected tax revenues [Berdichevsky, 2015, pp.97-
98], and U.I. Aliyev, in his article "Analysis of the tax potential of subjects of the North 
Caucasian region of the Russian Federation", proposes to define the tax potential with 
the help of tax accruals, justifying it by the impossibility of calculating the maximum 
amount of tax due to such factors as, for example, tax discipline and the solvency of 
taxpayers. Another author, S.L. Osipov in his work "Variable models for measuring tax 
potential" offers the resulting approach to the definition of tax potential, which considers 
it in the context of meeting the necessary requirements with the sources of own tax 
revenues and realizing the set goals. That is, it defines the tax potential as the maximum 
financial resources collected from the incomes of legal entities and individuals, which 
are necessary to meet the social demands of the society [Osipov, Osipova, 2010, p.2]. 

In our opinion, the choice of the approach to the definition of the concept of "tax 
potential" is directly related to the set problems. If there is a need to assess the dynamics 
of tax revenues, it is advisable to apply the income approach, in the case of assessing the 
impact of tax potential on the socio-economic development of the state, the result 
approach, and in the context of improving tax administration and increasing the 
effectiveness of tax policy, the generative (fiscal) approach. 

Scientific novelty. Taking into account the fact that there are few researches on 
this subject in RA, we proposed a new approach to the factorial assessment of tax ex-
penditure and tax gap in RA, based on the tax expenditure, GDP, economic growth, 
Taxes/GDP, state budget revenues, expenses, deficit indicators related observation. 
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Analysis. During the more than three-decade existence of the RA tax system, the 
tax legislation provided for various tax benefits, which were constantly changed and 
revised depending on the pace of economic development and priorities. At the same 
time, it is no secret that the use of tax benefits is definitely not accepted by taxpayers, 
because their existence violates the principle of horizontal fairness of taxation, which 
implies that some taxpayers find themselves in more favorable conditions from the point 
of view of taxation. In this sense, issues related to tax incentives have always been 
relevant, and an important issue is to evaluate the effectiveness of the application of 
existing tax incentives to find out what the given incentive gives to the public or what it 
takes from the public, whether they serve their purpose, or while not solving their main 
problem, they take resources from the state. Generally, tax law benefits are grouped into 
three main groups: 

• Social 
• Sectoral 
• Tax benefits aimed at improving the business and investment environment and 

increasing activity. 
The main purpose of the use of socially oriented tax benefits is to exempt the pro-

vision of certain services and the supply of goods of health, educational and scientific 
importance from value added tax, which, in other equal conditions, provides an oppor-
tunity to acquire the said goods and services at relatively low prices. The use of sectoral 
tax benefits is due mainly to considering the priority of the development of certain 
sectors of the economy from the perspective of long-term and sustainable development 
of the national economy. They are mainly the sectors that have traditionally formed the 
picture of the national economy (jewelry, tourism, carpet weaving, etc.). In this regard, 
the Government of the Republic of Armenia supports business entities operating in these 
areas with various tools (including the implementation of tax benefits). 

The main purpose of the use of tax privileges aimed at improving the business and 
investment environment and increasing activity is to create the most favorable tax 
environment for business entities and increase the competitiveness of the national 
economy [Budget message, 2023]. Undoubtedly, the assessment of the loss of tax 
revenues resulting from the application of the mentioned tax benefits is important in 
terms of reviewing the scope of existing tax benefits, which in the near future may 
contribute to the reduction of less targeted benefits, the realization of the principle of 
horizontal fairness of taxation, the expansion of the tax base, the improving of the 
tax/GDP ratio and increasing the tax potential of the economy. It is worth noting that not 
all the arrangements provided by the current tax legislation implying preferential 
conditions for taxation can be considered as tax expenses (for example, incomes 
deducted from gross income for the purpose of taxation with income tax), even if their as 
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a result of application, taxes paid by business entities are reduced. In the explanation of 
each budget year submitted by the Govern-ment of RA, the basic (comprehensive) tax 
privileges related to value added tax, profit tax and income tax and the non-taxable 
threshold of value added tax, which are not charged to the state budget as a result of 
application (less taxed) tax revenues. Studies show that in 2015-2023, a gradual increase 
in the amount of tax expenses was observed in RA (see table 1). 

Table 1. The analysis of the trend of tax expenses in RA [6] 

Year 
Amount of tax expenditure (million drams) 

VAT Profit tax Income tax Total 
2015 260,537 10,809 68,945 340,291 
2016 281,532 17,836 82,122 381,49 
2017 279,718 16,654 67,984 364,356 
2018 314,118 21,842 59,53 395,49 
2019 348,473 19,928 73,86 442,261 
2020 357,771 81,329 18,306 457,407 
2021 362,931 71,739 16,406 451,075 
2022 363,296 78,931 61,075 503,301 
2023 409,934 81,464 93,365 584,763 

 

From the data in Table 1, it is obvious that the amount of tax expenditure 
increased continuously between 2015-2020, decreasing only in 2021, which was mainly 
due to the pandemic and the war situation, however, already in 2023, the tax 
expenditure, compared to 2021 , increased by 133,688 million drams.  

In the studied period, the total amount of tax expenses was dominated especially 
by the tax expenses for VAT, from which it can be assumed that the most tax benefits 
are provided for this type of tax, the amount of tax expenses for income tax in 2015-
2019 exceeded the tax expenses for profit tax, 2020-2021 decreased sharply, and for 
2022-2023, significantly more were planned, which is positive because the benefits of 
this type of tax are mainly of a social nature, and starting from 2020, the tax expenses 
related to profit tax have increased significantly, where the benefits are aimed improving 
both individual sectors and the business and investment environment. Below, we present 
the dynamics of RA GDP, economic growth, Taxes/GDP, RA state budget revenues, 
expenditures and deficit for the period under study in order to make it more visible how 
much tax revenues and state expenditures the state has given up each year. 
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 Figure 1. Dynamics of tax expenditure in 2015-2023. 
From the figures in Table 2, it is obvious that in the context of the given indica-

tors, the size of the tax expenditure for the RA economy is quite large, which implies 
that the state should review the applied tax benefits, combining the benefits and losses 
received from them, which will lead to the reduction of the tax gap in RA, respectively. 
Usually, the tax policy gap consists of two parts. 

• Tax expense 
• Reduction of tax liabilities by formally complying with the requirements of the 

current tax legislation and without committing offenses. 
The second component of the tax gap is mainly manifested in the presence of al-

ternative taxation systems (turnover tax system, micro-enterprise system). In other 
words, there are significant differences in the tax burden between the main and alterna-
tive taxation systems, which forces taxpayers to artificially settle in alternative systems 
or in a preferential tax environment. 

However, this decision is aimed at reducing the ineffective tax benefits and tax 
loopholes operating in RA itself, which will allow the redistribution of public finances to 
be made more targeted․ At the same time, it is indisputable that the revision of the scope 
of the existing privileges implies a change in the conditions of business and economic 
activity of the beneficiaries of these privileges. 
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Table 2. RA GDP, economic growth, Taxes/GDP, RA state budget revenues,expenditure 
and deficit trends, 2015-2023 [5, 6, 7] (billion drams) 

Year 
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2015 5,043․6 3.2 340,291 1,167․7 1,067․9 1,409․0 -241․3 21.2 
2016 5,067․3 0.2 381,49 1,171․1 1,079․7 1,449․1 -278․0 21.3 
2017 5,564․5 7.5 364,356 1,237․8 1,158․0 1,504․8 -267․0 20.8 
2018 6,017․0 5.2 395,49 1,341․7 1,258․1 1,447․1 -105․4 20.9 
2019 6,543․3 7.6 442,261 1,565․5 1,464․3 1,629․4 -64․0 22.4 
2020 6,181․9 -7.4 457,407 1,560․7 1,385․2 1,894․6 -334․0 22.4 
2021 6,983․0 6 451,075 1,683․8 1,586․9 2,004․3 -320․5 22.7 
2022 (exception) 8,293,7 11 503,301 2,068․1 1,920.0 2,184․0 -204․2 23.2 
2023 (prediction) 9,317․9 7 584,763 2,302․0 2,203․7 2,591․0 -288․9 23.7 
 Conclusions. Summarizing the results of the performed analysis, we can state that 

every year the state refuses to receive tax revenues in the amount of tax expenditures, 
correspondingly to the implementation of state expenditures of the same amount. There-
fore, it becomes logical to evaluate the expediency of the benefits that form the tax ex-
penditure, both from the point of view of the state and the taxpayers, comparing the 
benefits and harms of the use of the benefits. In this context, it is also necessary to take 
into account the possible impact of the review of existing tax benefits on tax revenues of 
the state budget, economic activity, improvement of the business and investment envi-
ronment and other indicators. 

The benefits provided by the tax legislation, on the one hand, stimulate the 
development of the economy, on the other hand, lead to the deepening of the tax gap, 
posing new challenges to the state, therefore, when establishing tax benefits, it is neces-
sary to constantly assess the risk and consequences of the widening of the tax gap, and to 
make the most of the tax potential of the economy. It is clear that the revision of the tax 
exemptions in RA should be carried out with sufficient caution in order to avoid ne-
gative consequences on the economy, on the other hand, we should not forget that the 
revision of the tax exemptions will provide an opportunity to concentrate additional 
resources and direct them to the further development of the economy. 
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 For more than three decades of the existence of the RA tax system, tax legislation has 
provided for various tax benefits, the application of which is not accepted by taxpayers 
equivocally, since the presence of the latter violates the principle of horizontal tax fair-
ness, which implies that some taxpayers find themselves in the most favorable condi-
tions from the point of view of taxation. It is clear that the revision of the tax benefits 
framework in force in Armenia should be carried out with sufficient caution to avoid ne-
gative consequences for the economy. On the other hand, it should not be forgotten that 
the revision of the tax benefits framework will make it possible to concentrate additional 
resources and direct them to further economic development. In this regard, both from a 
theoretical and methodological point of view, and from a practical point of view, the 
terms "tax expense" and "tax loophole" need a new interpretation and solution. There-
fore, the approaches to assessment and forecasting devoted to them are also relevant and 
make it relevant to highlight the indicators that characterize these terms and develop 
new approaches to assessing them based on them. 
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Introduction. During the second half of the 20th century, economic theories more 
or less recognized the existence of intangible elements that explain part of economic 
growth. Interest in intangible resources continued to grow in the first decade of the 
current century. Despite the apparent novelty of the issue, the concept of intellectual 
capital is not new at all [Canibano and Sanchez, 2008, 8]. The roots of intellectual capi-
tal theory come from both management and macroeconomic theory. The theory of intel-
lectual capital is based on the premise that under modern circumstances, undisclosed 
intangible assets are very important for the company's operation, as they can signi-
ficantly increase the value of the assets and the market value of the company. Further de-
velopment of these ideas was carried out by Schumpeter, who emphasized the recombi-
nation of knowledge as a necessary precondition for the emergence of innovative pro-
ducts [Radjenovic and Krstic, 2017, 15]. 

The term knowledge assets is used by economists, and intellectual capital is used 
in management and legal literature, both of which refer to the intangible value contained 
[Fazlagic, 2022, 2] in managers and relationships with employees, management 
personnel, customers and other stakeholders. 

Looking at the role of universities and research organizations in this context, it is 
obvious that they act as knowledge creation institutions and their funds are mainly 
invested in research, innovation and human resources. Therefore, the two most valuable 
assets of our startups, as well as their results, are most often intangible in nature 
[CAÑIBANO and SANCHEZ, 2008, 8-9 ], which accounts for the growing interest in 
intangible resources in the last decade, extending from companies to public institutions 
such as are universities [Todericiu and Şerban, 2015, 716]. 

Knowledge, being the most important output of universities, is embodied in 
research outputs, publications, educated students and effective relationships with their 
stakeholders. Among the most valuable resources of the latter are their researchers, 
managers and students, with their organizational processes and networks of relationships 
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[Córcoles, 2013,1-2]. The imperative of time makes the necessity of presentation of 
university reports more than up-to-date, as a factor of facing the growing competition. 

Methodology. In the framework of the research work, an analysis of theoretical 
material was performed, research methods such as content analysis of documents were 
used, which argues the need to present reports on the intellectual capital of universities, 
the concept of intellectual capital and its component elements are discussed, they are 
considered in the context of universities, applied case study analysis method,which made 
it possible to present the reporting experience on the example of universities that have 
implemented reporting practices, the reporting model developed by the Danish Agency 
for Trade and Industry, the model of the Poznań University of Economics, as well as the 
experience of Spanish universities in intellectual capital reporting were considered, the 
studies formed the basis of our reporting for proposals that can become fundamental for 
the implementation of an effective reporting system in RA as well. 

Literature review. The assessment of the intellectual property of universities, their 
presentation through reports have been addressed by various researchers, the information 
in this article is based on foreign sources, in which the need to submit reports is justified, 
in particular, they are considered as a means of making a rational decision about the 
choice, [CAÑIBANO and SANCHEZ, 2008, 16 -17], as well as a way to achieve com-
petitive advantage in the face of growing competition [Sa´nchez and Elena, 2006, 535]. 
The article presents the most common approach to the division of intellectual capital 
components, by which the authors divide intellectual capital into human, structural and 
relational sub-components [Bratianu, 2014, 5-7]. Also, the localization of the three-com-
ponent model is considered in the context of the division of intellectual property compo-
nents of universities [Córcoles, 2013, 1-19]. Case studies were based on the reporting 
model developed by the Danish Agency for Trade and Industry, the model of the Poznań 
University of Economics [Fazlagic, 2022, 4-6], as well as the experience of Spanish uni-
versities in intellectual capital reporting [Bratianu, 2014, 12-13]. 

Scientific novelty. This article has revealed the nature of dynamic developments 
and trends in university intellectual capital management, justifying the importance and 
inevitable necessity of reporting. Recommendations for successful implementation of the 
reporting process were presented, which introduces a new reporting format. Based on the 
studies, several issues of intellectual capital management and reporting in RA univer-
sities are presented. 

Analysis. The need to measure the intellectual capital of universities. Intellectual 
capital reporting is becoming important in universities as universities have continuous 
external demands to provide greater information and use public funds to increase trans-
parency [Córcoles, Ponce, and Agustín González, 2013, 1423]. By increasing the satis-
faction level of users' information needs, it becomes appropriate to present information 
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on intellectual capital. It should be emphasized that information asymmetry is important 
in the conditions of competition for research grants and attracting funds. 

Students, teaching staff, and funding agencies should make their decisions based 
on available information, which should preferably be related to the organization's orga-
nizational capacity and research potential [CAÑIBANO and SANCHEZ, 2008, 16-17]. 
The need for the latter is highlighted due to the awareness of the increasingly compe-
titive environment of the higher education system, where universities face important 
challenges; such as the creation of new (public and private) universities, education pro-
vided by companies, the training process of own employees and increasing the level of 
internationalization of education and research [Sa´nchez and Elena, 2006, 535]. In this 
context, intellectual capital reporting can be a new tool to fulfill these requirements. 
From another perspective, intellectual capital reporting has two functions: 

 internal function as a tool aimed at improving the management process, 
 external function as a communication tool that connects the internal business 

environment with the external business environment. 
Internally, intellectual capital reporting can facilitate managerial decisions by 

improving understanding of university operations and goals, identifying intangible re-
sources and opportunities, and improving investment structure and capital allocation. 
From an external point of view, it helps to improve transparency and attract new emp-
loyees, partners and collaborators [Bratianu, 2014, 10]. 

University intellectual capital components and reporting models. The concept of 
intellectual capital is defined as all those non-monetary and non-physical resources that 
are fully controlled by the organization and that contribute to the creation of the orga-
nization's value. According to the author, the structure of intellectual capital is the sum 
of human capital, structural or organizational capital and customer or relational capital 
[Bratianu, 2014, 5]. As a result of the study of scientific literature, it becomes clear that 
the authors, presenting the component elements of intellectual capital, put forward dif-
ferent approaches of division, in which different classifications of components are distin-
guished. Perhaps it is noticeable that in the component division of intellectual capital, it 
is most often divided into three main and highly interrelated components: human capital, 
structural capital and relational capital. In case of separation of each component of 
intellectual capital models, the most important thing is their clear description, definition 
of sub-components. In the case of presentation of intellectual capital reports of 
universities, attention should be paid to the selection of the appropriate model of division 
and the determination of the structure of the reports based on the classified components.  

Based on the classic three-component structure, we consider it necessary to briefly 
present each of the components, and then consider them as part of the intellectual capital 
of universities, on the basis of which models of university reports can be built. 
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Human capital includes all the knowledge, skills, intuition and values that emp-
loyees possess, both individually and collectively. It is an important feature that orga-
nizations can use the said intangible resource, over which the organization may not have 
ownership rights [Bratianu, 2014, 5]. G. Becker emphasizes that human capital is of 
exceptional importance for growth in the modern world and calls the end of the 20th 
century and the beginning of the 21st century the era of human capital. Today, human 
capital is a primary determinant of a country's standard of living and an indicator of how 
well a country is utilizing the skills and knowledge of its people. These skills and know-
ledge must be developed through investment in people and used in an economic envi-
ronment with a healthy market structure. [Becker, 1993, 21-23] 

Structural capital contains the intangible resources that are owned and fully 
controlled by the organization: organizational structure, database, intellectual property, 
processes, organizational culture, organizational history, brands, etc. Relational capital 
includes the entire spectrum of relationships between the organization and the external 
business environment. When we consider organizations as open systems related to 
knowledge transfer, relational capital can be represented as a dynamic ability to manage 
knowledge flows [Bratianu, 2014, 5-7]. 

In the case of universities, we can define the components as: human capital is the 
totality of explicit and tacit knowledge of university staff, acquired through formal and 
informal educational and other processes [Córcoles, 2013, 1-19]. They can include the 
level of education, hidden knowledge, skills and experience, moral values, organizatio-
nal and socio-professional culture, innovative activity [Vladimirova, Sergeva, 2014, 5]. 

 Structural capital is clear knowledge related to the internal process of dissemi-
nation, communication and management of scientific and technical knowledge in the or-
ganization. It can be both organizational (operational environment resulting from the in-
teraction of research, management and organizational processes, technology and culture) 
and technological (patents, licenses, proprietary software, databases, etc.). 

 Relational capital includes a wide range of economic, political and institutional 
relations developed and maintained by universities [Córcoles, 2013, 1-19]. It also brings 
together a wide range of economic, political and institutional relationships between the 
university and its non-academic partners: businesses, non-profit organizations, local go-
vernment and society at large. It includes the perception of the university; the latter's 
image, attractiveness, reliability. [Córcoles, Ponce, and Agustín González, 2013, 1424]. 

In recent years, the increase in the role of intellectual capital, the developing trend 
of the need for its presentation have been the basis for the formation of various reporting 
models, the differences of which are based on the characteristics of universities, the 
development of the educational system of the given country, a number of socio-
economic, cultural factors and other basic differences. 
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The often intangible nature of the components of intellectual capital makes it 
difficult to measure and evaluate the latter, which should be the basis of reporting, but 
the process of converting them into measurable features makes it possible to present the 
component elements of the report. 

Measurements of intellectual capital should consider different product qualities: an 
organizational output (eg, a publication, a training course) and a customer/user output 
(eg, a problem solved). A. Fazlagits, presenting a table for calculating intellectual capi-
tal, refers to two components: human and structural capitals. 

The number of researchers, the share in total employment, the average age, the 
share of women's representation among researchers, the share of university graduate 
researchers are considered as resource components of human capital. Investments for 
human capital include research and IT costs, time spent on internal seminars for each 
employee. Outcomes include the number of newly recruited staff, staff satisfaction, staff 
turnover, value added per employee, composite employee satisfaction index, and 
average number of publications per researcher. 

Referring to the structural capital as a resource with the same division, the share of 
women occupying leadership positions, the number of chairs, the average employment 
in chairs, etc. are presented. 

In the investment context: total investment in research infrastructure, project 
acquisition success ratio, research expenditure per chair, participation in international 
conferences (number of conferences attended, number of researchers participating in 
conferences), number of ongoing research projects. 

A special presentation structure has been developed at the Poznań University of 
Economics: more than thirty indicators are presented in intellectual capital reports, 
which are generally divided into the following main parts. 

 Strategic management: a list of thirteen areas was defined, each area was 
assessed on the scale of implementation. 

 Results of knowledge: numerical data on intellectual capital must be balanced 
with qualitative criteria such as descriptions. 

 Employee satisfaction. the results of the employee satisfaction survey are 
presented with quantitative data. 

 Student satisfaction: the results of students' satisfaction are presented with 
quantitative data. 

 University graduates: the most accurate and reliable measure of a university's 
output is the long-term success of its graduates. 

 Organizational structure. universities are complex structures in which a large 
number of people work, it is necessary to present that structure. 
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 Indicators of intellectual capital: indicators of human and structural capital, the 
set of numerical indicators allows comparisons to be made over time and compared with 
indicators of other universities [Fazlagic, 2022, 4-6]. 

The experience of Spanish universities in the intellectual capital report is based on 
a study carried out by the Autonomous University of Madrid (AUM). A starting con-
cepttual model is the "Strategy Matrix," designed to interactively link five key dimen-
sions of academic and research processes: funding, human resources, academic perfor-
mance, mission, and governance; with five dimensions of institutional profile: autono-
my, strategic capabilities, attractiveness, differentiation profile and territorial embed-
dedness. Experts working on the model of intellectual capital of the university proposed 
to transform this strategic matrix so that the report of the intellectual capital of the 
university is composed of three main sections. 

 The vision of the institution. this section covers the strategic objectives, strategic 
capabilities, and key intangible resources that drive any organization. 

 Summary of intangible resources and activities. this section contains the 
intangible resources that the institution can mobilize and the various actions taken to 
enhance the value of these resources. 

 System of indicators. this section contains a set of indicators that can characterize 
the three main components of intellectual capital: human capital, structural or 
organizational capital, and relational capital. 

Indicators reflect both tangible and intangible resources; "As for the system of in-
dicators, we consider it important to note that financial and non-financial indicators are 
included, and that most of them are not self-explanatory. Therefore, descriptive or nar-
rative elements become important to contextualize and better understand the information 
provided by the indicators. Descriptive stories complement quantitative information and 
are essential to accurately assess the role of each indicator” [Bratianu, 2014, 12-13]. 

Observation of examples of intellectual capital reports of universities, study of 
theoretical material give us the basis to make the following proposal for presentation of 
university reports. The intellectual capital of universities is a complex, adaptive system 
with a dynamic nature, with the characteristic features of the system, it is composed of a 
large number of components, it is subject to changes, responding to environmental sti-
muli, so the intellectual capital reports of universities should contain three time courses: 
initial, present, future information that allows to measure the dynamics of development. 

From another point of view, intellectual capital includes the whole tangible and 
intangible resources, with which the separation of tangible and intangible natures of 
reporting components is indicated, it is proposed, based on the canonical model of the 
division of intellectual capital, by which it is divided into human, structural and 
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relational capitals, each divide the component into tangible and intangible elements. 
Intellectual capital reports of universities are proposed to be presented through three 
main groups, which are presented below. 

Human capital - knowledge, experience (indicate in quantitative data the number 
of years of teaching, research work, and other work experience for each individual), 
education (in quantitative data, present the sum of the years of formal education of 
each), the amount of hours of attended trainings and courses, participation in the acti-
vities of other scientific and research institutions, average values of quantitative data can 
be presented in reports according to the evaluation model. 

Structural capital - the number of types of registered intellectual property, techni-
cal saturation, availability of software, databases, organizational culture. 

Relational capital - credibility of the university, relations with cooperating struc-
tures, investment companies, students, employees, perhaps the latter can be completely 
measured by quantitative data that can be collected through surveys, the number of 
funded projects, signed contracts. 

In the case of relational capital, it is important to look at time, for example, 
projects that started in the past and continue today, collaborations that are being 
developed in the present and will be implemented in the future. In the intellectual capital 
reports of universities, a combination of qualitative and quantitative data should be 
made, which will form the overall content of the report, it is recommended to present the 
components of the above three groups based on two types of data: 

—in the first to contain the material statement presenting costs, investments, 
benefits, other quantifiable data presented above. 

—second annual achievement report to record and present new changes, 
achievement and other qualitative data. 

The presentation of reports on intellectual capital in universities is a difficult task, 
which is due to the complexity of intellectual processes within any university, the mani-
festation of the will to organize the process of administrative disorganization. A number 
of basic problems are noticeable in the implementation of intellectual capital manage-
ment processes in Armenian universities, which determine the problem of its effective 
use. In the universities of developed countries, the evaluation system KPY operates, 
which is not yet widespread in the universities of our country and the teacher, who is 
supposed to be a creator of knowledge and bring that result to the audience, regardless of 
whether he has implemented that process or not, receives a reward. Here the motivation 
function is completely absent. In universities, the KPY system mainly has these three 
components: 
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 educational process, the evaluation of which is done through cross-questioning 
(by the student, by the immediate supervisor, by a colleague, with the option of self-
evaluation) 

 a research component, which is mainly based on the publication of research 
papers in high-quality journals 

 public (social) processes. 
 It is also important that the major part of the budget of RA universities, about 80 

percent, is formed at the expense of student fees, and in advanced knowledge-creating 
universities, the generation of funds is mainly based on the sale of scientific products, 
grants and other funds. 

 Inadequate availability of funds is also an important factor that RA universities 
are still not at a sufficient level in terms of intellectual capacity. 

Conclusions. In the matter of intelligent implementation of knowledge manage-
ment, the presentation of the intellectual capital of universities through reports is essen-
tial, as a necessary factor for the improvement and continuous development of the higher 
education system. 

Intellectual capital reporting by universities is an important driver for increasing 
the productivity of knowledge-based work. The latter has an internal investigative mea-
ning, which enables the involved organizations to find out where the shortcomings exist, 
but especially at the initial stage of reporting, the results should not be punitive. 

It is necessary to keep in mind that due to technical, cultural and procedural 
barriers, not all important information can be contained in the first reports, for which an 
additional obstacle is the incomplete understanding of the administrative staff that 
ensures the implementation of the reports regarding the concept of intellectual capital 
management. 

For the effective implementation of the reporting practice, it is necessary to raise 
the level of awareness of the need and importance of intellectual capital management, to 
create a working group for the measurement of intellectual capital, to consistently ensure 
the timely and comprehensive implementation and publication of results. 

It is undeniable that the development of science and technology, the need to sur-
vive in a competitive market environment led to the acceleration of scientific and techni-
cal developments [Vladimirovna, Sergeyevna, 2014, 3]. Under this reality, producers in 
the market of educational services compete for the quality of services, the variety of 
educational programs, the introduction of new technologies, the number of students, the 
reputation of the university and the high ranking among universities.University intellec-
tual capital reports, which will become an important prerequisite for achieving a compe-
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titive advantage, are of great importance for securing the latter, increasing transparency, 
and increasing trust. 
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 The article's purpose is to argue the necessity of presenting reports and examples of 
published reports. For the stated purpose, we have studied the concept of intellectual 
capital and its component elements, we considered the localization of their sub-com-
ponents on the example of universities, we present case studies of university reports, and 
recommendations are made based on the studied material. In the framework of the 
research work, an analysis of theoretical material was performed, and research methods 
such as content analysis of documents, and analysis of case studies were used. The 
conducted studies allow us to draw conclusions that the presentation of intellectual 
property reports of universities is an important necessity that will become a competitive 
advantage. The presentation of reports should be based on the choice of one of the types 
of classifications of intellectual capital, the competence of the implementing staff, and 
the awareness of researchers about intellectual capital should be increased, it is impor-
tant to give this practice a continuous nature in order to achieve positive results. 
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LINDA AND ENTROPY CONCENTRATION INDICES AS INSTRUMENTS OF 
CREDIT RISK MANAGEMENT 

 Arman HAMBARDZUMYAN PhD student at the Chair of MAA at ASUE 
 Key words: credit risk, Linda index, Entropy index, Herfindahl-Hirschman index, concentration  

Introduction. Assessing the concentration level of profitable assets in financial 
organizations is not a straightforward task, given the diverse and dynamic nature of these 
assets. Consequently, most organizations have dedicated departments that continually 
monitor concentration levels. The data gathered from these observations are utilized by 
management in making informed decisions on how to further distribute assets. However, 
for effective decision-making, it is crucial to accurately evaluate the concentration level, 
and this has led to the creation and use of several concentration coefficients since the 
latter half of the 20th century. Typically, a combination of these coefficients is used to 
evaluate the concentration level in any market. It's worth noting that the optimal 
concentration level for financial organizations may vary depending on the state or region 
due to differences in their development, strategies, and primary goals [Khandruyev, 
2010, 6-13]. For example, while tourism might be a crucial sector in one country, in-
dustry may be the primary focus in a neighboring country. A clear indication of the level 
of economic activity in each state or country is the percentage of the respective sector's 
contribution to the GDP [Khan, 2016, 19-39]. According to the Central Bank of RA, the 
GDP components are relatively evenly distributed across sectors, with Ag-riculture, 
Wholesale and Retail Trade, Manufacturing Industry, Services, and Construc-tion for 
15.2%, 12.6%, 12.3%, 11.4%, and 7.2%, respectively [RA CBA]. 

Methodology. This study aims to evaluate the level of concentration in the credit 
portfolios of commercial banks in Armenia. We have analyzed the distribution of credit 
portfolios across eight commercial banks in Armenia based on different economic sec-
tors. The primary data sources for the research were the 2018 and 2021 financial reports 
of these banks, which were audited by reputable inter-national external auditing organi-
zations. To ensure reliable results, the concentration level was assessed using three coef-
ficients: Herfindahl-Hirschman, Linda, and Entropy. The Herfindahl-Hirschman index is 
one of the most common indicators for assessing the level of concentration. The Herfin-
dahl-Hirschman index is calculated by the following formula: 

ࡵࡴࡴ = ෍ ૛࢏ࡿ
࢔

ୀ૚࢏
 (1) 

where S is the share of the loan portfolio attributable to a given sector of the economy, n 
is the number of sectors of the economy. A credit portfolio is considered weakly con-
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centrated if HHI < 0.1, moderate if 0.1 < HHI < 0.18 and highly concentrated if HHI > 
0.18. The Entropy index is another measure of concentration level, similar to the 
Herfindahl-Hirschman index [Hart, 1971, 73-85]. It helps to identify any deviation from 
the optimal level of credit portfolio concentration. However, the Entropy index calcula-
tion method eliminates potential errors that may occur when using the Herfindahl-
Hirschman index. For example, the calculation of the Herfindahl-Hirschman index may 
lead to errors when fractions are raised to the power of two, which can be avoided by lo-
garithmic transformation of the fractions. To calculate the Entropy index, the follo-wing 
method is used: 

ࡱ = − ෍ ࢏ࡿ ૛܏ܗܔ ࢏ࡿ
࢔

ୀ૚࢏
 (2) 

where S is the share of the loan portfolio attributable to a given sector of the economy, n 
is the number of sectors of the economy. The coefficient E can vary from 0 to log2n. A 
high level of concentration in the loan portfolio takes place if the coefficient E tends to 
zero and vice versa. Linda's score is also an indicator of the level of concentration. Li-
nda's coefficient is calculated as follows: 

࢑ࡸ = ૚
࢑)࢑ − ૚) ෍ ࢏ࡽ

࢑ି૚
૚  (3) 

where Qi is the average share of the first i sectors divided by the average share of the 
next k-i sectors: 

࢏ࡽ =
૚࢏ (࢙૚ + ࢙૛ + ⋯ + (࢏࢙

૚࢑ − ࢏ ା૚࢏࢙) + ା૛࢏࢙ + ⋯ + ࢙࢑) (4) 
When the loan portfolio is evenly distributed, the coefficient Lk will be equal to 

the number 1/K. The core of concentrated areas can be identified by observing a se-
quence of decreasing and then increasing values of L2, L3, L4, and so on, starting from a 
particular value. The number of decreasing values determines the core of concentrated 
areas. If the credit portfolio is highly concentrated from the beginning, the Linda coef-
ficient will continue to grow without limit. Another important measure is the arithmetic 
average of Linda coefficients for the identified core. A market is considered to be weak-
ly concentrated if the Linda coefficient is less than 0.300, moderately concentrated if it 
falls between 0.300 and 0.500, and highly concentrated if it is greater than 0.500. The 
disparity coefficient is another analytical measure of Linda's ratio that indicates the 
degree of deviation of the Lk value from a perfectly balanced state, which can be expres-
sed as follows [Linda, 1976, pp.55]: 

࢙࢏ࡰ = ࢑ ∗ ࢑ࡸ − ૚ (5) 
Literature review. Concentration indices are commonly used in the financial sec-

tors of both the US and Europe to evaluate market concentration and portfolio diver-
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sification. The Hirschman Index (HHI), the Linda coefficient, and the Entropy indices 
are among the most frequently used indicators. The HHI, in particular, is a popular tool 
for measuring market concentration in both the US and Europe. Studies such as those 
conducted by Azar and Schmaltz [Azar, 2019] and De Groen [De Groen, 2019] have 
used the HHI to analyze market concentration in the US and European banking indust-
ries, respectively, and have found significant increases in concentration over time, as 
well as considerable variation in concentration levels across different countries. These 
findings suggest that high levels of market concentration may result in adverse outcomes 
for consumers, such as higher prices and lower quality services.  

The US and European financial sectors employ concentration indices such as Lin-
da's coefficient and the Hirschman Index (HHI) to measure market concentration and the 
entropy index to assess portfolio diversification. In a study of the European banking 
industry [Lambrecht, 2003, 425-442], Linda's coefficient was used to determine that 
market concentration has significantly increased over time, leading to reduced compe-
tition and consumer welfare. Additionally, the entropy index is frequently used to eva-
luate the performance of investment strategies in both the US and European financial 
sectors. De Santis [De Santis, 2019, 13-67] used the entropy index to establish that a 
more diversified portfolio translates to lower risk and higher returns in European stock 
markets. 

Scientific novelty. Currently, there is a dearth of research on the implementation 
of concentration indices in the financial sector of Armenia. Hence, the utilization of the 
Hirschman Index, Linda's coefficient, and the Entropy index in analyzing the banking 
sector of Armenia can be deemed as a scientific breakthrough that will provide a better 
comprehension of the concentration of the financial market and the diversification of 
portfolios. Such research is crucial in facilitating evidence-based policy decisions and 
enhancing the efficiency of the Armenian banking industry. 

Analysis. Commercial banks in the Republic of Armenia typically rely on the 
Herfindahl-Hirschman coefficient and the sum of CRk of k large shares to measure 
concentration levels in their credit portfolios. However, the allocation of credit assets to 
different sectors in Armenian commercial banks differs from that of other countries. The 
Central Bank of the Republic of Armenia has reported that 20.8 percent of credit assets 
are allocated to the Trade sector, while the Agriculture sector only accounts for 9.6 
percent of credit assets (as shown in Table 1) [RA CBA]. 

Although the Trade sector dominates the credit assets of commercial banks in the 
Republic of Armenia, the Herfindahl-Hirschman index suggests a moderate level of 
concentration at 0.11. This article aims to evaluate the concentration level and identify 
the core of concentrated sectors in the loan portfolio of 8 RA commercial banks using 
three concentration indices: the Herfindahl-Hirschman, Linda, and Entropy coefficients. 
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Comparisons of the concentration level between 2021 and 2018 are presented based on 
the credit asset allocation data in Table 4 and Table 5. Table 2 summarizes the values of 
the Herfindahl-Hirschman coefficient obtained using Equation 1. 

Table 1. Distribution of the Loan Portfolio of Commercial Banks of the Republic of 
Armenia by Sectors of the Economy, AMD 

Sectors Total Amount Share 
Trade 482,364,694.00 20,876% 
Construction 315,159,577.00 13,640% 
Manufacturing 299,831,149.00 12,976% 
Agriculture. Forestry and Fishing 222,274,662.00 9,620% 
Financial and Insurance Activities 209,028,955.00 9,047% 
Accommodation and Food Service Activities 173,078,681.00 7,491% 
Other industries of economy 141,348,295.00 6,117% 
Electricity. Gas. Steam and Air Conditioning 
Supply 120,781,315.00 5,227% 
Mining and Quarrying 90,347,279.00 3,910% 
Transportation and Storage 70,449 137.00 3,049% 
Information and Communication 56,485,640.00 2,445% 
Real Estate Activities 50,064,657.00 2,167% 
Professional. Scientific and Technical Activities 33,141,894.00 1,434% 
Arts. Entertainment. and Recreation 22,664,691.00 0,981% 
Human Health and Social Work Activities 16,276,819.00 0,704% 
Education 7,054,447.00 0,305% 
Water Supply; Sewerage. Waste Management and 
Remediation Activities 236,836.00 0,010% 

 

Table 2. Assessment of the centralization level using the Herfindahl-Hirschman index 
Banks 2018 2021 

HHI value Concentration level HHI value Concentration level 
Acba Bank OJSC 0,260729 high 0,231065 High 
Ameriabank CJSC 0,122282 medium 0,108733 Medium 
Araratbank OJSC 0,190401 high 0,193343 High 
Ardshinbank CJSC 0,106112 medium 0,109387 medium 
Conversebank CJSC 0,185136 high 0,182058 high 
HSBC-Armenia Bank 
CJSC 0,254135 high 0,208476 high 
Inecobank CJSC 0,293249 high 0,260283 high 
IDbank CJSC 0,350675 high 0,257103 high 

 

The summary indicators of the entropy coefficient are presented in table 3: 
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Table 3. Assessing the level of centralization using the entropy index 
Banks 2018 2021 

E value log2n E value log2n 
Acba Bank OJSC 2,347415 3,169925 2,466162 3,169925 
Ameriabank CJSC 3,356082 3,70044 3,441305 3,70044 
Araratbank OJSC 0,190401 2,807355 2,561001 2,807355 
Ardshinbank CJSC 3,442027 3,807355 3,370774 3,807355 
Conversebank CJSC 2,659302 3 2,669148 3 
HSBC-Armenia Bank 
CJSC 2,448859 3,169925 2,650311 3,169925 
Inecobank CJSC 2,347297 3,169925 2,418802 3,169925 
IDbank CJSC 1,918108 3,321928 2,477437 3,321928 

 

After arranging the credit portfolio in descending order, let's apply Linda's coefficient: 
Table 4. Allocation of credit assets of commercial banks by economic sectors, Mill. 

AMD, 2021 
Sectors\Banks 

Acba 
Bank 
OJSC 

America 
bank 
CJSC 

Ararat 
bank 
OJSC 

Ardshin 
bank 
CJSC 

Converse
bank 
CJSC 

HSBC-
Armenia 

CJSC 
Ineco 
bank 
CJSC 

IDbank 
CJSC 

Real Estate 
Activities - 22,6 25,5 - - - - - 

Trade 37,1 94,0 26,3 49,5 34,0 42,9 57,2 27,0 
Manufacturing 6,98 9,84 9,190 5,26 12,6 10,9 18,6 6,51 

Agriculture 3,30 42,4 4,79 1,25 13,952 4,03 0,87 25,0 
Electricity. Gas. 
Steam and Air 
Condit. Supply 

4,45 29,2 - 35,7 3,7 8,30 1,8 4,27 
Information and 
Communication - 20,4 - 20,0 - - - - 

Mining and 
Quarrying - 29,1 - 42,3 - - - 3,23 
Tourism - 31,2 - 20,3 - - 3,09 2,30 

Construction 20,2 48,9 13,0 42,0 22,5 5,91 9,63 5,2 
Government - - - 65,12 - - - - 

Accommodation, 
Food Service  38,1 37,9 11,2 28,65 - 19,3 16,2 - 
Other Service 

Activities - - - 28,5 6,83 17,5 - 1,96 
Transp. and 

Storage 4,65 37,8 5,92 0,49 3,41 - 8,69 0,42 
Financial and 

Insurance  4,28 9,93 - 11,8 - 2,83 - - 
Other industries 1,47 14,3 - 9,7 19,0 3,73 10,4 8,51 
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Table 5. Allocation of credit assets of RA commercial banks by economic sectors, Mill. 
AMD, 2018 

Sectors\Banks 
Acba 
Bank 
OJSC 

Ameria 
bank 
CJSC 

Ararat 
bank 
OJSC 

Ardshin 
bank 
CJSC 

Converse
bank 
CJSC 

HSBC 
Armenia 

CJSC 
Ineco
bank 
CJSC 

ID 
bank 
CJSC 

Real Estate 
Activities - 12,3 - - - - - - 

Trade 27,3 102,0 23,8 37,8 35,0 37,6 62,1 21,7 
Manufacturing 7,94 7,48 17,0 6,53 7,31 5,72 14,1 1,87 

Agriculture 1,47 18,5 3,02 9,39 10,1 1,81 0,77 0,19 
Electricity. Gas. 
Steam and Air 
Conditioning 

Supply 
3,72 21,9 - 62,1 8,4 3,50 6,32 8,69 

Information and 
Communication - 20,6 - 25,1 - - - - 

Mining and 
Quarrying - 61,8 - 39,1 - - - 0,53 
Tourism - 37,4 - 27,6 - - 7,83 0,64 

Construction 5,04 23,3 9,97 33,9 19,0 1,6 3,96 0,61 
Government - - - 11,8 - - - - 

Accommodation 
and Food Service 

Activities 
16,7 23,6 - 21,2 - 13,9 17,4 - 

Other Service 
Activities - - 10,3 31,0 10,7 14,5 - 0,13 

Transportation and 
Storage 2,34 28,4 3,92 0,70 1,78 - 6,97 0,64 

Financial and 
Insurance Activities 0,37 43,0 - 8,80 - 3,03 - - 
Other industries of 

economy 1,10 14,5 13,9 9,89 23,6 4,74 5,08 7,06 
 
Table 6. Estimating the level of concentration using the Linda index, 2021 

Acba Bank OJSC Ameriabank CJSC Araratbank OJSCArdshinbank CJSC
Lk value Lk value Lk value Lk value 
L2 0,51356 L2 0,96153 L2 0,51468 L2 0,65771 
L3 0,53144 L3 0,62360 L3 0,55885 L3 0,46188 
L4 0,75853 L4 0,46550 L4 0,46944 L4 0,33825 
L5 0,83615 L5 0,35849 L5 0,41452 L5 0,28523 
L6 0,77018 L6 0,30990 L6 0,41731 L6 0,26139 
L7 0,68587 L7 0,27121 L7 0,40960 L7 0,23049 
L8 0,65251 L8 0,23647  L8 0,22657 
L9 0,74521 L9 0,22311 L9 0,21256 
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L10 0,21122 L10 0,22682 
L11 0,21389 L11 0,23705 

 
L12 0,27482 
L13 0,47846 
L14 0,51013 

Lavg Lavg Lavg Lavg 0,51356 0,40678 0,48937 0,33425 
Dis Dis Dis Dis 
0,02 1,1122 1,0721 0,91304 

Conversebank CJSC HSBC Armenia Bank CJSC Inecobank CJSC IDbank CJSC 
Lk value Lk value Lk value Lk value 
L2 0,75620 L2 1,11002 L2 1,53592 L2 1,58812 
L3 0,52017 L3 0,68447 L3 0,93754 L3 1,05517 
L4 0,44686 L4 0,60756 L4 0,79731 L4 0,80684 
L5 0,37632 L5 0,55381 L5 0,65114 L5 0,67162 
L6 0,39959 L6 0,53582 L6 0,54847 L6 0,60637 
L7 0,46499 L7 0,54534 L7 0,63956 L7 0,58471 
L8 0,47271 L8 0,52104 L8 0,74886 L8 0,55623 

 

L9 0,51780 L9 0,97017 L9 0,78663 

  

L10 3,73774 

 

Lavg Lavg Lavg Lavg 0,52488 0,69833 0,89407 0,83843 
Dis Dis Dis Dis 

1,39751 2,21492 2,29082 3,44985 
 

Table 7. Estimating the level of concentration using the Linda index, 2021 
Acba Bank OJSC Ameriabank CJSC Araratbank OJSC Ardshinbank CJSC 
Lk value Lk value Lk value Lk value 
L2 0,81568 L2 0,82689 L2 0,69996 L2 0,79429 
L3 0,83104 L3 0,64248 L3 0,49921 L3 0,49229 
L4 0,79877 L4 0,50281 L4 0,43077 L4 0,37152 
L5 0,75004 L5 0,44489 L5 0,35348 L5 0,30239 
L6 0,76707 L6 0,40219 L6 0,42387 L6 0,26100 
L7 0,82092 L7 0,35138 L7 0,45610 L7 0,23194 
L8 0,85684 L8 0,31168 

 

L8 0,21568 
L9 1,14185 L9 0,28048 L9 0,23281 

 
L10 0,25826 L10 0,24268 
L11 0,24966 L11 0,24167 
L12 0,24698 L12 0,23713 
L13 0,26113 L13 0,25578 
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Lavg Lavg Lavg Lavg 0,81568 0,4107 0,49585 0,38130 
Dis Dis Dis Dis 

0,63136 1,96378 0,76741 0,72541 
Conversebank CJSC HSBC Armenia Bank CJSC Inecobank CJSC IDbank CJSC 

Lk value Lk value Lk value Lk value 
L2 0,73909 L2 1,29176 L2 1,77822 L2 1,25300 
L3 0,52998 L3 0,75088 L3 1,12618 L3 0,82091 
L4 0,52986 L4 0,81664 L4 1,02899 L4 1,14835 
L5 0,45431 L5 0,75351 L5 0,86745 L5 1,73355 
L6 0,40869 L6 0,72086 L6 0,73660 L6 1,70685 
L7 0,37243 L7 0,67169 L7 0,66366 L7 1,57708 
L8 0,52067 L8 0,70035 L8 0,62404 L8 2,34486 

 
 

L9 0,69333 L9 0,89140 L9 3,72240 

  
L10 6,54394 

 

Lavg Lavg Lavg Lavg 0,50572 1,02132 0,97502 1,03696 
Dis Dis Dis Dis 

1,60698 1,25265 3,99230 1,46272 
 

Conclusion. After examining Table 1, it is evident that although there has been a 
decrease in the Herfindahl-Hirschman index in 2021 compared to 2018, there still exists 
a significant level of concentration in the commercial banks studied. Additionally, the 
Entropy results reveal a high concentration level. However, relying solely on the Herfin-
dahl-Hirschman or Entropy index is not sufficient to manage medium or high levels of 
concentration. It is necessary to have a tool that can identify the core of concentration in 
the credit portfolio, which may not be apparent at first glance. Linda's index meets this 
requirement and can improve the efficiency of concentration risk management.  

While looking at Table 5, it is evident that there are no loan portfolios with low 
concentration in the studied banks for 2021, and medium-concentration loan portfolios 
are present in Ameriabank CJSC, Ardshinbank CJSC, and Araratbank OJSC. The core 
of concentration in the credit portfolios of these banks is made up of 10 out of 11 
sectors, 5 out of 7 sectors, and 8 out of 14 sectors. These results are considered favorable 
when compared to the indicators of Acba Bank OJSC. The presence of medium-concent-
ration loan portfolios in Ameriabank CJSC, Ardshinbank CJSC, and Araratbank OJSC, 
as well as the absence of loan portfolios with low concentration, indicates that these 
banks have a more diversified credit portfolio than Acba Bank OJSC. The fact that the 
core of concentration in the credit portfolios of these banks is spread across multiple 
sectors suggests that they are not heavily reliant on a single sector, reducing the risk of 
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losses in the event of a downturn in any one particular sector. This level of diversifica-
tion can be considered favorable as it reflects a more balanced approach to lending and 
risk management. 

In the case of Acba Bank OJSC, Linda's index shows an increase in concentration 
in both 2018 and 2021, indicating a dominant position in one or two sectors. Spe-
cifically, the credit portfolio of Acba Bank OJSC is heavily concentrated in Trade and 
Service, as well as Accommodation and Food Service Activities. The heavy concen-
tration of Acba Bank OJSC's credit portfolio in Trade and Service, as well as Accom-
modation and Food Service Activities, may be due to the fact that these sectors are vital 
components of Armenia's economy. As a result, the bank may be focusing on providing 
financing to businesses operating in these sectors to support their growth and contribute 
to the overall development of the country's economy. Inecobank CJSC also has a high 
level of concentration in its loan portfolio, with 6 out of 9 sectors making up the core of 
concentration. Even though the majority of sectors are part of the core, there is a 
significant imbalance in the allocation of credit assets between them, with a substantial 
amount allocated to the Trade sector and a much smaller amount to the Agriculture 
sector. 57.2 billion AMD is allocated in the Trade sector, and only 0.8 billion AMD in 
the Agriculture sector. The significant imbalance in the allocation of credit assets bet-
ween the Trade and Agriculture sectors may be due to several factors. One possible 
reason is that the Trade sector may have a higher demand for credit as it involves a wide 
range of businesses, including wholesalers, retailers, and distributors, which require 
significant capital to operate. On the other hand, the Agriculture sector may have a lower 
demand for credit, as it may be perceived as a riskier sector due to its vulnerability to 
natural disasters, weather fluctuations, and other external factors that can affect crop 
yields and profitability. Additionally, the lending policies and risk management 
strategies of the bank may also contribute to the imbalance in credit allocation between 
the two sectors. It is important to acknowledge that there is no single index or metric that 
can accurately and comprehensively measure the level of concentration in every 
situation. One advantage of using the entropy coefficient over the Herfindahl-Hirschman 
coefficient is that the logarithm of fractions used in its calculation eliminates potential 
errors. Another advantage of Linda's index is that it can identify the core sectors of 
concentration in credit portfolio, providing insight not only into the level of concentra-
tion, but also into the specific sectors where concentration is highest. A key advantage of 
using Linda's index is that it allows for exclusion of certain parts of the loan portfolio 
that do not belong to any particular sector of the economy. This is significant because all 
banks have such parts in their loan portfolios, and excluding them helps to calculate 
Linda's coefficient more accurately. Combining the three coefficients discussed in the 
article can lead to a more precise representation of the concentration level in the credit 
portfolio. This can improve the efficiency of managing concentration and credit risk. 
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 In all the financial organizations of the world, the homogenous distribution of profitable 
assets receives a lot of attention. The most homogeneous distribution or diversification 
of assets according to economic sectors, regions or ratings enables organizations to cont-
rol possible credit risks, thus ensuring their financial stability and business continuity. In 
our article, we will use two coefficients: Linda and Entropy coefficients, with the help 
of which we will get a more accurate estimate of the level of concentration. For these in-
dicators, the easy calculation can be considered as an advantage, which stimulates ma-
nagerial operative decision-making. Moreover, the Linda and Entropy coefficients pro-
vide a quantitative measure of the concentration of assets in a portfolio, which helps or-
ganizations determine the extent to which their portfolio is diversified. This is crucial 
for making informed investment decisions and managing risk effectively. Thus, finan-
cial organizations can ensure a well-diversified portfolio. 
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Introduction. Debt problems always have been at the core of interests and analysis 

of representatives of the academic world of different periods. No economy is free from 
the risk of progression of debt obligations․ From the beginning, the concept of debt 
itself caused negative perceptions, but the existence of debt was not always manifested 
as a negative phenomenon. The global recession and the European sovereign debt crisis 
have stimulated an intense debate about the effectiveness of fiscal policy and the 
consequences of rising government debt. Some economists and commentators suggest 
that this is the right time to apply the lessons learned during the great depression and that 
countries should not shy away from expansionary fiscal policy [Krugman, 2011, 
DeLong and Summers, 2012]. Other economists argue that high levels of public debt 
hurt economic growth and that fiscal consolidation (Cochrane, 2011b) is necessary to 
anchor expectations and restore confidence (Panizza and Presbitero 2013). Effective 
debt management should include a nation's borrowing strategy, estimation and determi-
ning the official levels of borrowing, forming an appropriate structure, and purpose-
oriented use of borrowed resources and control of the effectiveness of their usage 
[Slav’yuk and Slaviuk, 2018]. In the study, the research goal of the authors was the 
assessment of the dynamic approaches of the ratio of the RA's external public debt and 
export indicators in the context of the improvement of the RA public debt management, 
based on the acceptable external public debt/export volume ratio for the World Bank 
debt assessment, with the relevant chronological databases. 

Methodology. The research dedicated to the assessment of the state debt burden 
was carried out in the Department of Finance of the State University of Economics of 
Armenia. In the course of the research, indicators of the state debt burden used by the 
World Bank were considered, the most appropriate of which was localized for the Re-
public of Armenia. Debt sustainability is assessed based on indicators of the debt stock 
or debt service relative to various measures of repayment capacity (typically GDP, ex-
ports, or government revenues) [IMF 2008]. We can use different data sets to esti-
mate the public debt burden, each of which reflects different perspectives on the 
debt burden and public debt sustainability.  

Literature Review. While earlier literature had a benign view of debt, seen to be 
contributing positively to growth [Modigliani, 1961; Solberg 1988], later research raised 
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concerns about debt overhangs. These were heightened by the debt crises of developing 
countries in the 1980s-90s [Moreno-Badia et al. 2020]. The literature on debt over-
hang has received a renewed impulse after the global financial crisis. For 
example, Reinhart and Rogoff  (2010) և Baum, Checherita-Westphal, and Rother 
(2012) presented evidence that debt is associated with lower economic growth 
above some levels. Kumar and Woo (2010) find an inverse relationship between 
initial debt and subsequent growth. At the same time, while the evidence for a 
negative correlation between public debt and economic growth appears to be 
robust, the literature is still debating on whether high debt causes low economic 
growth [Panizza and Presbitero; 2013] and channels [Jalles and Medas; 2022]. 
The external debt was an important stimulator of economic growth and a way to 
balance the budget [Zouhaier and Fatma; 2014]. The negative effect of external 
debt is stronger on economic growth in comparison to domestic debt [Wani et al.; 
2016]. Due to the current geopolitical challenges, the questions related to the 
approaches to the evaluation of public debt have become more relevant in the 
research and discussions of both foreign authors and international authoritative 
organizations, which is why the relevance of the research is determined. 

Scientific novelty. The methodological basis for the article was the index of the 
ratio of the coefficients of the external debt and the annual volume of exports used by 
the World Bank for the classification of debtor countries [World Bank; 2002]. The men-
tioned coefficient allows getting an idea about the possibility of timely and full fulfill-
ment of the obligations assumed by the debtor country. Naturally, the more developed 
the debtor country is, the smaller the coefficient calculated based on the mentioned 
indicators will be, and vice versa. 

Debt ratio = ா௫௧௘௥௡௔௟ ௦௧௔௧௘ ௗ௘௕௧
୅୬୬୳ୟ୪ ୣ୶୮୭୰୲ ୴୭୪୳୫ୣ ܺ 100% 

Regarding the index, the following criteria are applied to the World Bank:  
≥ 200– horrific 
-132-220 – acceptable 
≤ 220 – low 
≥ 200– horrific 
-132-220 – acceptable 
≤ 132 – low 
The research was based on the works of various foreign authors dedicated to the 

assessment thresholds of the state debt, external state debt, the online data sets of the 
indicators of the export of goods of the RA Ministry of Finance, and the RA Statistical 
Committee in the considered periods. 
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Analysis. Disordered debt policy at the macro level leads to a low credit rating of 
the country, against which the ratings of individual economic entities are indistin-
guishable, which hinders their promotion in international markets [Silaeva, et al.; 2020]. 
Debt in foreign currency also has its risks and can lead to pressure on the 
exchange rate or monetary policy. Reducing the risk in which government debt 
portfolio will become a source of instability, and prudent management of govern-
ment debt can make economies less exposed to damage and financial risk [Gaber 
et al., 2013]. While fiscal policy directly impacts public debt management, mone-
tary policy can play an important supporting role [Moore & Skeete, 2010]. How-
ever, public debt management is important because its size and maturity affect 
future fiscal and monetary policy decisions therefore the coordination between 
fiscal and monetary policies becomes inevitable [Alzyadat, 2021]. 

During the implementation of export-oriented policies, different developing count-
ries had varying results in GDP growth (Rodrik & Rodriguez, 2000). Each country has 
its present economic growth, although its growth rate has shifted from slow and irregular 
to a more dynamic, rapid, and continued rate, [Antunes, 2012], especially after the In-
dustrial Revolution [Al Hemzawi and Umutoni; 2021]. 

 Figure 1. RA external state debt / Exports 
In general, the ratio of public debt/export volumes reflects the ratio of outstanding 

debt at the end of the year to the indicators of exports of goods and services. The 
obtained coefficient can be one of the criteria characterizing debt sustainability, allowing 
policymakers to initiate the necessary interventions aimed at solving problems related to 
the fulfillment of debt obligations. Involved external borrowing funds, which form debt 
reserves, will not be an additional burden for the state if they are generated in the di-
rection of effective investments, because real investments in the economy contribute to 
the increase in the volume of goods and services. More generally, this also highlights the 
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need to monitor debt indicators in medium-term scenarios to overcome the limitations of 
a “snapshot” (IMF 2003). In the studied period, the online data of the Statistical Com-
mittee of the Republic of Armenia on the indicators of the volume of exports of goods 
and services and the size of the foreign debt were used to make estimates on the stability 
of the debt of the Republic of Armenia, applying the coefficient characterizing the sta-
bility of the debt of the World Bank, which is the research basis. Data are presented in 
US dollars. The sharp decline recorded since 2009 was due to the negative consequences 
of the global financial crisis, which the Armenian economy, which has not yet over-
come, faced the humanitarian, severe socio-economic problems caused by the 2nd Ar-
tsakh conflict of 2020, as well as the negative challenges of the coronavirus pandemic. 

Based on the WB criteria: (≥ 200 – horrific; -132-220 – acceptable; ≤ 220 – low) 
the results of the analysis give grounds for concluding that: 

 In general, the debt ratio was in "acceptable" range in the considered periods 
 In 2010, 2016, and 2021, the debt ratio was in the "horrific" range due to the 

already-mentioned challenges facing RA. 
 Taking into account the fact that the official data for 2022 regarding the indi-

cated indicators are not yet summarized and public, we consider it appropriate to add 
that in the first quarter of 2022, the increase in the export volume compared to the pre-
vious period was 26.9%, which we can consider as a promising indicator. We consider it 
necessary to emphasize. The increase in this indicator was mainly ensured due to the 
conflict between Russia and Ukraine and the negative effects of the sanctions applied to 
Russia (Figure 2). 

 
Figure 2. Export trends of goods in January March 1 

Conclusions. The most important factor in ensuring the effectiveness of public 
debt management is the use of the latter in strictly capital-creating directions, which will 

                                                             
1 Source: RA Statistical Committee, "Socio-Economic State of the Republic of Armenia" monthly 
reports and calculations of the Ministry of Finance of the Republic of Armenia. www.armstat.am 
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contribute to ensuring real economic growth, thanks to which the state will be able not 
only to repay the borrowed funds on time but also to successfully service them. As a re-
sult of the research, it became clear that in 2009, the RA debt ratio was in the 
range of "critical" measurements specified by the World Bank, which was the re-
sult of the negative effects of the global financial and economic crisis, when the 
RA government had to conduct an anti-cyclical fiscal policy, that is, at the ex-
pense of to generate additional funds for increasing the deficit in the real sector 
to counteract the negative macroeconomic effects. In 2021, the RA state debt 
amounted to 9 billion 226 million US dollars, compared to the previous year, the 
increase was 15.8%, the majority of which, 6 billion 643 million dollars, was the 
foreign state debt. The main emphases of the RA Government's policy aimed at 
reducing the state debt are about the provision of double-digit economic growth 
and the export-oriented policy. The rate of economic recovery growth initiated in 
2021 was continuous in the first quarter of the next year. Nevertheless, as a result 
of the Russian-Ukrainian conflict that started at the beginning of 2022, the eco-
nomic growth rate of RA has slowed down a little, because various sanctions 
were applied against Russia, which is the main trade partner of RA, however, at 
the end of the year, RA economic growth was 5.8%. The results of the research 
methodology used in the article allow us to record that, in general, the RA debt 
ratio was in the "acceptable" range, which the authors assessed as a positive 
trend, taking into account the economic uncertainties caused by the new geopoli-
tical realities. In this context, the implementation of large state investments in capital-
creating infrastructures aimed at ensuring economic growth by the RA Government and 
the implementation of stimulating measures aimed at increasing exports is important. 
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 The financial situation of any country is highlighted by the level of its deficit. It is 
difficult to imagine a state that is not involved in the problem of having a deficit budget. 
There are various sources of financing the deficit of the state budget, but the most 
applicable is the involvement of foreign loans, which ultimately increases the burden of 
the state debt. Effective management of public debt is important in the context of 
financial management. In the article, the authors used the external debt/export ratio tool 
to evaluate the RA state debt, one of the debt evaluation coefficients used by the World 
Bank for the classification of borrower countries. The results of the reanalysis based on 
the mentioned methodology allows us to note that, in general, the debt ratio of RA was 
in the "acceptable" range specified by the World Bank in the considered periods, except 
for the "horrific" range recorded in 2009, 2016 and 2021, the causal interpretation of 
which was presented in the article. 
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Introduction. In the fall of 2022 the US National Security Service published a 

report [National Security Agency, 2022, 1-7], the purpose of which was to warn IT 
companies to refrain from software tools implementation in C/C++ programming lan-
guages. According to the report, the main reason is the unsafe memory management in 
these languages [Detlefs, et al., 1994, 2-15]. The latter is a subtype of the resource ma-
nagement provided by the computer. Its main requirement is to allocate and deallocate 
dynamic memory on demand. This is strictly necessary for an arbitrary system where 
more than one process may be running at any given time. But this begs the following 
questions: What is the problem with manual memory management? What does that tech-
nical problem have to do with product competitiveness? Finally, if the problem is really 
so important that the organization has issued a separate report, why still those languages 
have not been replaced by safer alternatives? The main problem with manual memory 
management is that the responsibility for secure management rests on the programmer. 
Manual memory management provides a lot of flexibility, but does not guarantee a 
secure implementation. The consequences of mismanagement are unpredictable. They 
depend only from the virtual machine on which the software is running. Usually, a vir-
tual machine provides minimal security mechanisms, without which the real machine 
can be harmed. However, these security mechanisms are only barriers to prevent soft-
ware errors and external damage. Also, access to the entire range of memory addresses 
in languages can create technical vulnerabilities for hacker attacks [Nathan, et al., 2017. 

It is clear that an IT product becomes uncompetitive in the market, if it has secu-
rity problems. Nevertheless, there is another factor that does not allow these languages 
to be completely replaced with their safer alternatives. It is about efficient management. 
The main disadvantage of automated memory management is the additional costs that 
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are not present in manual management. IT products that need high performance for com-
petitiveness often have to use C/C++. Thus, a dilemma arises: to process the products in 
an efficient or safe way. The following are the main problems of incorrect or inefficient 
memory management that occur during the software run: 

1. Software tools (implemented, for example, in the C++ programming language) 
do not always have built-in tools that will inform about the problems that have arisen. 

2. Existing third-party debugging tools (such as Valgrind [1]) are not guaranteed 
to be applied and are not always able to detect the problem at hand. 

Methodology. The theoretical basis of the work consists the statements in response 
to the above report [Stroustrup, 2022, 1-2], speeches made at international conferences, 
researches of universities with world scientific qualifications, experiments of companies 
listed in international indexes, scientific works, reactions of standardization committees, 
etc. Safety and efficiency criteria are influential enough to substitute one for the other, 
and it is necessary to find a consensus between the two. For this purpose, a new tool was 
proposed in this article, which aims to make software implementation safer without 
losing its efficiency. 

Literature review. There are a number of memory management methods, which 
can be conventionally divided into three groups: "manual", "fully automated" and "par-
tially automated". An example of manual memory management is the C programming 
language, where the request, use, and release of memory are the responsibility of the 
programmer [Zlatanov, 2015, 3-6]. The approach has no technical limitations, which en-
sures high speed without spending time on side checks. However, this method does not 
have any security guarantee. In the framework of the article, we will call the pointers 
intended for manual memory management C-like (instead of “raw” pointer). The main 
part of fully automated memory management is commonly called garbage collection. 
The programmer requests and uses memory, but bears no duty and responsibility for 
freeing the memory. The latter is the problem of the virtual machine on which the 
software is running. A virtual machine collects information during memory allocation. 
At some point, the garbage collection starts in the virtual machine. Using the collected 
information, the garbage collector frees memory areas that are no longer in use. Thus, 
garbage collection ensures safe operation with memory. However, it is an expensive and 
long process, during which the software may temporarily stop working. The situation is 
different with the method of partially automated memory management. The abstractions 
that provide partial memory management are diverse. As a rule, such abstractions are 
called “smart” pointers and the latter provide certain security mechanisms due to certain 
limitations [Bukkapatnam, 2020, 2-9]. They can be implemented at the level of the lan-
guage itself, or supported by standard or external libraries. Examples of such abstract-
tions are the smart pointers std::unique_ptr and std::shared_ptr provided by the standard 
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library of the C++ programming language. Summarizing, we can say that in cases where 
high speed is needed, only manual or partially automated memory management is 
applicable. Fully automated memory management provides certain safety mechanisms 
through software compilation and run-time checks. Due to the additional checks during 
software runing, smart pointers run slower than similar pointers. For this reason, in a 
number of software tools where high efficiency is needed, C-like pointers are used, but 
they do not have security mechanisms. 

Scientific novelty. The dsrc_ptr (debug smart, release c-like) pointer represents a 
partially automated memory management abstraction that behaves like a smart pointer in 
the debug phase, and behaves like a c-like pointer in the release phase. 

dsrc ptr  aims to solve the following problems: 
1. Detect memory errors in an integrated way (without the use of extraneous 

means) during the debugging stage of the software implementation, prevent possible 
damages and inform the programmer about the existing errors. 

2. Avoid the lack of efficiency due to absence of side checks in the final version of 
the software. 

dsrc_ptr abstraction has C-like pointer behavior. A programmer's responsibilities 
include initialization of a pointer, freeing memory, providing checks, and organizing 
correct memory operations. The difference from the C-like pointer is that dsrc_ptr 
checks the correct use of the pointer during the debug phase, and is "replaced" by an 
identical C-like pointer in the release stage. The programmer can have full confidence in 
the safety and performance of working with the organized memory of the software 
implementation. The modernity of the pointer derives from the fact that the behavior of 
smart pointers in the C++ Standard Library does not change whether the implementation 
is in debug or release phase. From a technical point of view, the debug phase involves 
design, implementation and testing. In the release stage, it is necessary for the software 
to efficiently fulfill its main task. There is a fundamental difference between these two 
stages. dsrc_ptr takes into account the differences between the phases of the software 
implementations. The advantage of the pointer over currently available alternatives is 
that the main time wastage of dsrc_ptr is done during the debug phase of the software 
implementation. In the release stage, the pointer has no side costs and thus provides high 
efficiency. The following is the (implied) implementation of dsrc_ptr given in the C++ 
programming language [2]. The abstraction has some conventionalities because of 
technical limitations of the language: 

1. new/delete operators have been replaced by make/free functions. 
2. When declaring a pointer, the pointer must be allocated with memory, or 

defaulted to nullptr. 
3. Immediately after freeing the memory, the pointer should be set to nullptr. 
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template<typename valueT> 
class dsrc_ptr 
{ 
private: 
 using uint = unsigned int; 
 /* impl */ 
private: 
 valueT* m_data; 
#ifdef DEBUG 
 uint* m_ref_count = nullptr; 
 bool* m_is_deleted = nullptr; 
#endif 
}; 
A programmer's responsibilities include pointer initialization, freeing memory, 

ensuring of no double-allocation, etc. The pointer monitors these attempts and reports 
the problem. Error handling is also part of the programmer's responsibilities. 

The change in pointer behavior is reflected in the implementation of abstraction. In 
addition to the main work, the methods have additional code blocks designed to provide 
checks during the configuration phase. For example, the postfix operator performs some 
checks in addition to its main purpose: 

valueT& operator*() 
{ 
#ifdef DEBUG 
 if (m_data == nullptr || (m_is_deleted != nullptr && *m_is_deleted == true)) 
 { 
  throw std::string("dsrc_ptr::operator* throw exception, trying indirect 

nullptr"); 
 } 
#endif 
 return (*m_data); 
}  
Examples of applications of abstractions are available on the mentioned website. 

The following are some presented cases. Case N1. Double-allocaion of the memory. 
Given the following function: 

int main() 
{ 
 int* ptr = nullptr; 
 ptr = new int(0); 
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 ptr = new int(1); 
 delete ptr; 
} 
The program will compile and run, but it has a memory leak. To detect the 

problem, you need to replace the pointers with dsrc_ptr. 
int main() 
{ 
 dsrc_ptr<int> ptr = nullptr; 
 ptr = dsrc_ptr<int>::make(0); 
 ptr = dsrc_ptr<int>::make(1); 
 dsrc_ptr<int>::free(ptr); 
} 
The replaced version will also compile, but the program will break during 

execution because the pointer on line 3 is double-allocation. 
int main() 
{ 
 dsrc_ptr<int> ptr = nullptr; 
 ptr = dsrc_ptr<int>::make(0); 
 dsrc_ptr<int>::free(ptr); 
ptr = dsrc_ptr<int>::make(1); 
 dsrc_ptr<int>::free(ptr); 
} 
After the memory error is fixed, the program can be compiled as a release version 

and will not have any memory loss on side errors. Case N2. The problem of shared_ptr: 
 dsrc_ptr and shared_ptr are very similar. Both enable partially-automated 

dynamic memory management. Both allow multiple pointers to access a single address. 
However, shared_ptr, unlike dsrc_ptr, does automatic indirection of the memory. 

class SomeT 
{ 
        std::shared_ptr<SomeT> m_ptr; 
 
public: 
        SomeT() : m_ptr(nullptr) {} 
 
static bool tying(std::shared_ptr<SomeT>& h1, std::shared_ptr<SomeT>& h2) 
        { 
                if (h1 == nullptr || h2 == nullptr) 
                        return false; 
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                h1->m_ptr = h2; 
                h2->m_ptr = h1; 
 
                return true; 
        } 
}; 
 
int main() 
{ 
 std::shared_ptr<SomeT> ptr1 = std::make_shared<SomeT>(); 
 std::shared_ptr<SomeT> ptr2 = std::make_shared<SomeT>(); 
SomeT::tying(ptr1, ptr2); 
 //memleak 
         return 0; 
} 
A memory leak will occur. The problem is that the memory is freed when there are 

no more memory observers. In the example, a recursive connection is implemented and 
the memory cannot be freed. The example is famous and when using shared_ptr, it is 
recommended to use weak pointer to avoid such possible problems. 

dsrc_ptr does not have such a problem. Replacing shared pointer in the above 
example with dsrc_ptr will solve the memory leak problem. 

class SomeT 
{ 
        dsrc_ptr<SomeT> m_ptr; 
 
public: 
        SomeT() : m_ptr(nullptr) {} 
 
        static bool tying(dsrc_ptr<SomeT>& h1, dsrc_ptr<SomeT>& h2) 
        { 
                if (h1 == nullptr || h2 == nullptr) 
                        return false; 
 
                h1->m_ptr = h2; 
                h2->m_ptr = h1; 
 
                return true; 
        } 
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}; 
 
int main() 
{ 
        dsrc_ptr<SomeT> ptr1 = dsrc_ptr<SomeT>::make(); 
        dsrc_ptr<SomeT> ptr2 = dsrc_ptr<SomeT>::make(); 
 
        SomeT::tying(ptr1, ptr2); 
 
        dsrc_ptr<SomeT>::free(ptr1); 
        dsrc_ptr<SomeT>::free(ptr2); 
 
        return 0; 
} 
Analysis. The IT sector is considered strategic in a number of countries. The 

reason is that the development of IT products does not require raw materials, special 
equipment or a large amount of labor. The conditions are not harsh, they are not dest-
ructive from an environmental point of view, and, on the contrary, they can bring great 
profits and develop the economy. Such positive conditions lead to the creation of new IT 
companies, as a result of which there is a competition between them in the market, 
where those companies win whose products provide the greatest comfort and confidence 
for the user. It is not possible to be successful in the market if the product has perfor-
mance issues or the user refuses to use it due to some security issues. Proper memory 
management in C++ can have a significant impact on the competitiveness of products, 
especially in software applications where performance and reliability are important 
factors. Here are a few ways in which proper memory management in C++ can affect the 
competitiveness of products: 

1. Improved Performance: Proper memory management can help avoid memory 
leaks and fragmentation, which can cause slowdowns and crashes in the program. By 
optimizing memory usage and reducing unnecessary memory allocation, a program can 
run faster and more efficiently. This can be especially important in high-performance 
applications, such as video games or scientific simulations. 

2. Enhanced Security: Poor memory management can lead to buffer overflows and 
other security vulnerabilities. By implementing proper memory management techniques, 
such as using smart pointers and avoiding pointer arithmetic, a program can be made 
more secure and less vulnerable to attacks. 

3. Reduced Costs: Memory leaks and other memory-related bugs can be difficult 
to diagnose and fix, leading to increased development and maintenance costs. Proper 
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memory management can help avoid these issues and reduce the overall cost of develop-
ment. 

4. Increased Reliability: Memory-related bugs can also cause crashes and other 
errors, leading to frustrated users and lost productivity. Proper memory management can 
help prevent these issues and make a program more reliable and stable, which can imp-
rove customer satisfaction and lead to greater sales. 

In summary, proper memory management in C++ can have a significant impact on 
the competitiveness of products, improving performance, security, reliability, and redu-
cing costs. However, according to the theory of improvements, an arbitrary improvement 
is made at the expense of certain losses. In particular, the checks are performed only 
during the debugging, and they are absent in the release stage. Therefore, if a problem 
occurs at that stage, the dsrc_ptr pointer will not be able to debug and report it. In 
addition, the security of the software using such a tool directly depends on the tests. If 
the software is not tested, then it is meaningless to talk about the efficiency of the tool. 

High quality is a crucial factor in market competitiveness. When a product or 
service is of high quality, it meets or exceeds customer expectations and needs. This can 
lead to increased customer satisfaction and loyalty, as well as positive word-of-mouth 
marketing. When customers are satisfied with a product or service, they are more likely 
to become repeat customers and recommend it to others. This can lead to increased sales 
and market share. 

Thus, high quality can be a key differentiator in the market, allowing a company to 
stand out from competitors and attract more customers. By prioritizing quality, a compa-
ny can increase customer satisfaction, build a positive reputation, command higher pri-
ces, and reduce costs, all of which can contribute to increased market competitiveness. 

Safety and performance are two critical factors that can significantly impact the 
quality of a product. Safety is essential for products that can cause harm, while perfor-
mance can affect customer satisfaction and product reliability. Ensuring safety and per-
formance can lead to high-quality products that meet customer needs and expectations. 

Conclusion. A partially-automated memory management abstraction called 
dsrc_ptr has been developed. It is designed for all software implementations that require 
high performance. The pointer is a convenient and easy tool to find out the existence of 
memory errors in the software during tests without additional side checks. The main 
drawback of the pointer is that it detects the problem only in the stage of the software 
run. This means that the pointer is directly dependent on tests. If the tests during the de-
bugging phase of the software implementation did not fully cover the possible cases, 
then the device may contain all possible memory errors. In devices requiring high-speed 
performance, dsrc_ptr can be used instead of C-like pointers. 
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Narek NALTAKYAN, Aghasi SEYRANYAN  
Secure and efficient management of device memory using “dsrc_ptr” pointer for 
increase of the competitiveness of IT products in the market 
Key words: smart pointers, system programming, dynamic memory, C++, efficient management 
 A smart pointer for partially automated control of dynamic memory called dsrc_ptr has 
been developed. It is designed to detect memory errors, as a result of which IT products 
will become more competitive in the market. One of the clearest indicators of the rele-
vance and importance of the problem is the report released by the US National Security 
Agency in the fall of 2022, which warned against developing software that may have 
similar problems. The presented pointer took into account the mentioned problems. It 
can be implemented both at the level of the programming language and provided by the 
library. The pointer provides a toolkit for detecting memory errors in software during 
debugging. No third-party tools will be needed to locate and fix memory errors. In the 
release version of the software implementation, the pointer gets a similar pointer beha-
vior and has no speed loss beyond the programmer's settings. The advantage of the pro-
posed changes over the existing alternatives is that the pointer independently detects er-
rors during the debugging process, and does not incur additional costs in the release ver-
sion. A software implementation of the proposed concept is given in C++ programming 
language. 
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Introduction. The role of the leader-chief has been an important factor for all 
states for centuries, as the latter has been the main force by which the systems of 
government have functioned effectively or ineffectively. Since the end of the 20th cen-
tury, globalization and the development of information technology have given rise to 
new management concepts for chiefs. The previously effective public administration 
systems could no longer adequately respond to the new challenges of the rapidly chan-
ging internal and external environment. Managers needed new tools and mechanisms to 
respond to these changes. Hegel has already noticed it: "In the world history, due to the 
human actions the results aren’t often made in the way that was expected and of which 
mankind is aware" [Gegel', 1935, 27]. The necessity of the study is in the fact that chief-
leaders are supposed to introduce motivational systems equivalent to increasing work 
performance meantime containing the features characteristic to civil servants as  indivi-
duals specifying the field of activities. Taking into account the events taking place in 
Armenia – pandemic, war, and the crisiss caused by them, we can conclude that systems 
operating for state administration system efficiency have lost their relevance and it is 
necessary to apply new approaches, by which the role of chiefs on the efficiency of the 
state administration system will even more be effective.  

Methodology. The study of the main abilities of the leader and chief, their im-
provement, through which the subordinates will be able to accept the chief as a leader, is 
impossible to reveal without a detailed study of the theoretical part, because the latter 
gives an opportunity to understand and visualize the abilities of leaders and chiefs, their 
right decision-making process thoroughly as well as possible factors affecting on it. The 
methodological and informational basis for the study has been the characteristics of the 
chief and the leader and the managerial decisions, in particular, the domestic and foreign 
professional literature, the scientific, analytical and internet publications of the resear-
chers regarding the managerial decisions of the characteristics of the leader and the chief 
in the public and private management systems. Thanks to the method of scientific analy-
sis, the subject of research was divided into separate parts, and each of these parts was 
studied. During the study, separately studied parts were combined, as a result of which 
conclusions were made. 
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Literature review. Since ancient times, the leader has come up with various titles: 
chieftain, king, leader, commander, etc., whose role has had a great impact in maintain-
ning the existence of a group of people. Survival is naturally ideological and its exis-
tence depends on the effective functioning of political systems. In order to survive, hu-
manity must have a mindset that implies an extremely high degree of tolerance, self-
criticism, and a willingness to compromise [Pozdnjakov, 2003, 469]. The development 
of the theory of public administration was carried out at least with 3 stages, of which the 
first stage covers from ancient times to the end of the 19th century. The first fundamen-
tal work on the nature of state management of public life is known as Plato's dialogue 
"The State". According to him "the ideal state was the fair management of the best, so in 
real life the best possible form would be aristocracy"[Platon, 1971, 150, 374, 380]. The 
second stage of the development of the theory of public administration covers from the 
last twenty years of the 19th century to the first half of the 20th century, during which 
the theory of public administration was basically formed as a complete scientific 
heading. And the third phase covers from the end of the 60s of the 20th century to the 
present day, and during this period the so-called "New Public Administration" doctrine 
was formed [Henry, 1975, 378–386]. Certainly, in all cases, the role of the leader as an 
individual was great. 

All stages are necessary in any situation for the leader to distinguish his perso-
nal interest from the general interest, here it is necessary to quote the words of 
Garegin Nzhdeh. "In such historical conditions, the standard of the leader, his ques-
tion should be: what will dictate the eternal interest of my country and my tribe, if 
not only the power?" [Mirzoyan, 303] "... poor states are poor, because those in power 
make decisions that create poverty" [Atjemo'ghlow, Robinson, 2018, 105] undoubtedly, 
the successes in the state administration system are related to the personal characteristics 
of the leader, among them are: both knowledge as a means of solving problems, and 
eloquence as a tool of public administration, through which the chief should make 
political decisions. A leader must be able to tell and accept the truth, and must also have 
the ability to put state goals and interests above personal ones. In order to determine his 
place and assume a role in the political arena, it is necessary for a leader to have a clear 
mindset of the genealogy (etymology) of governance [Margaryan, 2017, 193]. 

Scientific novelty. As a scientific innovation, with the help of the comparative me-
thod, it was possible to present the basic abilities of the leader and the chief and the 
importance of making the right managerial decisions, based on which a scheme of mana-
ger's skills was built. Thus, putting together results mentioned above, we have separated 
systemic problems and suggested solutions. 

Analysis. Public administration has been and remains one of the most rele-
vant topics for management activities. Public administration is such a field where it 
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is most necessary to bring science closer to reality [Waldo, 1948]. Basically, the chief's 
work is of an intellectual nature, whose main sources of work are his actions and 
decisions. Everyone makes and then implements many decisions during their lives, but 
sometimes there are cases when the decisions made can be decisive and leave their mark 
on people's future lives. If we compare the day-to-day decisions made in state administ-
ration and local self-government systems, we will see that they differ in nature, structure, 
and impact.  A number of requirements are put forward to the public official, the chief. 
Their diversity is due to the process of public administration reforms. Based on the 
advanced ideas of the society, it is necessary for the chief to have the ability to defend 
his own ideas and positions, to have the desire to meet different layers of the population. 
A chief should have a number of functions from planning to a controlling.  

According to the management style, there are weak and strong chiefs. Strong lea-
ders are less conservative and more flexible than weak chiefs. They are more patient, 
they take responsibility in difficult situations, are emotionally stable and have creative 
capabilities. A characteristic feature of a weak chief can be permanent collisions with 
unpredictable situations, which he is unable to cope with, or the belief that he knows the 
work better than his subordinates, that's why he does everything by himself. Another 
characteristic feature of a weak chief is that he postpones decisions until tomorrow and 
does not complete most of the work. 

In order to develop a career and get a higher level chief position, several factors 
are necessary, among which are the desire to assume a higher chief position, the desire 
to work with people of different types and to take greater responsibility. 

There are a number of characteristics that a state politician must have, among them 
are character, will and knowledge. Character is considered an important factor, it is 
necessary to have a stable character, which will give an opportunity to achieve the best 
results, and for a stable character we need a number of characteristics, among which are 
risk and consistency. 

The chief’s next characteristic is will, in which case it is assumed that it raises the 
character from the individual level to the universal level. Due to the will, we can dis-
tinguish the acting person from the thinking person. 

The last characteristic is knowledge. The leader who wants to have progress, sup-
port and guide the people, it is necessary to have the relevant knowledge. These three 
factors are irreplaceable characteristics and if they exist, then the chief can show himself 
effectively. 
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Diagram 1.  Manager skills scheme [The diagram was created by the authors] 
According to the diagram, the chief’s positions are separated to 3 levels: lower 

management position, middle management position and upper management position, 
which depending on the position they take, they must have the appropriate features: 
character, will and knowledge, each of which has 100 points.Therefore, a person taking 
a lower management position needs to have at least 1/3 of the maximum 100 points of 
these characteristics: character, will and knowledge, and a person taking a middle ma-
nagement position needs to have at least 2/3 of the maximum 100 points of these 
characteristics, and a person who has already taken a upper management position needs 
to have a maximum of 100 points of these characteristics. 

What is the difference between a leader and a chief, in spite of the features 
mentioned above, a leader is also the individual, who is potentially able to influence a 
group of people, and a chief is an individual who can influence people only with his 
assigned authority [Sargsyan, 2019, 182]. Therefore, the function of the structure whose 
chief is also a leader is more effective. 

”England's existence was on play card, the British made incredible sacrifices just 
because U. Churchill asked them” [Gilbert, 2015. 1056]. This is one of the best mani-
festations of a leader-chief․ 

A leader must have the ability to tell and accept the truth, as well as to put political 
goals and interests above his personal goals and interests. Political leadership represents 
cooperation with all political governers representing political processes. The Platonic 
question "Who should manage" has always been actual, with modern approaches the 
manager can be the leader-chief who meets the following requirements: he has the 
ability to have a dialogue, he is able to make predictions and analyzes while managing 
the results. 

The strategy of leadership is that the leader constantly takes responsibility, de-
mands the highest achievements from the subordinates, at the same time motivates the 
subordinates and reinforces the principle of equality. 
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McGregor Burns distinguished reformist and business leaders, whose activities he 
divides into x and y approaches. According to the X approach, the leader acts in 
accordance with the achievement of the organization's goals, and according to the Y 
approach, the leader simultaneously guides both their own and goals of their organiza-
tion [Adair, 2011, 59-69]. 

Every civic decision-maker has his own style as well as his own particular method 
of operation. The decision-making method varies not only with the person, but also with 
the issue under discussion, and the decision-making style is determined by the per-
son's individual method, such as the approach to receiving information, the ability 
to analyze and evaluate. The elements that form the cheif's image are: appearance 
(height, skin color, etc.), biography and "past path" and moral and business qualities. 

The evolutionary development of the information system promotes the use of 
artificial intelligence in managerial activities, and decision-making systems, among 
which the DSS (Decision Support System) system, begin to be used here. Most of 
the software applications of this system currently in use are focused on highlighting 
priorities for ranking solutions in governmental decision-making processes or identi-
fying criteria for choosing one of several alternative options [Weistroffer, 2016]. Thus, 
we can state that these measures are based on the so-called "multifactor analysis of de-
cision making" methodology [Oleson, 2016, 43].  

In the influence of the chief's role, the presence and development of eloquent skills 
is also important, which enables not only to function effectively in the public administ-
ration system, but also to be effective in the regulation of public life. There is no or-
ganization, regardless of its organizational legal status, affiliation, nature of activity, 
whose chief does not need to make a public speech in front of the staff and different 
sections of the public. Rhetorical skills need to be improved regularly so that you can 
have an even greater impact on people.  

Conclusions. At all times, a good chief is one who has passed all the stages of 
management (grown from below), who can later become a leader, therefore we can say 
that chiefs are not born but become them by acquiring the above-mentioned charac-
teristics, with which they can become leader-chiefs. The key point here is the ambition 
to initiate and lead, still without the chief’s formal status. 

Development and adoption of managerial decisions go through several stages, in 
which any mistake can lead to complex problems.  Therefore, the implementation of 
managerial decisions is the logical continuation and completion of the mentioned stages, 
for which it is necessary to perform the process properly, at the same time to carry out 
control and compare them with the expected results at the end and give an assessment.  
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The events taking place in the world during the last decade require new trends in 
the development of political leader-chief, which supposes a new generation of politi-
cal leaders, who must: 

 Engage in high-quality political activity,  
 Make decisions in the course of activities that are within the framework of de-

mocratic norms,  
 Develop and present a strategic plan, which will be aimed at the development of 

the society and will assure the citizens of the effectiveness of the suggested project. 
Political leadership development may be imperative in the following cases, 
 The cooperation of ruling and opposition leaders for the welfare of the society,  
 Continuous reforms by the state that will be aimed at the effectiveness of leader-

chief management.  
In the following context, the image of a political leader-chief can be established 

when the following principles are essential:  
 Absence of corruption in the management system,  
 The absence of political influence from the impartiality of the judicial system,  
 Existence of the effectiveness of legal system activity established by the law.  
It is necessary for the leader-chief to choose the right place “to land”, transit and 

change direction, as well as to choose the right people who will be able to “build the 
bridge” to bring their deals to early victories. Then the leader-chief's influence on the 
public administration system will have a significant positive impact and victories will 
emerge.  
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The role of the leader-chief on the effectiveness of the public administrative system Key words: leader-chief, etymology, role, formal, responsibility, knowledge, approaches 
 At all times, the effectiveness of the leader's management has played a major role 
in ensuring the progress of the management system. To increase the efficiency of the 
state system, the role of the chief is important, he must have the appropriate knowledge, 
experience, skills, as well as the desire to motivate his subordinates. A brief reference 
was made to the skills of the chief in the article. During the study, attention was paid to 
the main types of chief, in particular, the main aspects of strong and weak chief were 
highlighted, as well as the main features of the leader-chief. The relevance of the 
problem under study also is that in a rapidly changing world, the head must make 
decision(s) that correspond to the effectiveness of the structure, but at the same time 
these decisions shouldn't be time-consuming. In this article, the main attention was paid 
to the structure of the formation of the chief's behavior, as well as the factors of the 
development and implementation of effective management decisions. As a result of the 
conducted research, the relevant conclusions were made. 
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Introduction. At the current stage of the development of the agriculture of the 

Republic of Armenia, among the many problems faced by the sector, the increase of 
competitiveness merges with its importance. The solution of the mentioned issue is 
important in terms of increasing the level of security of the country, improving the 
balance of external commodity circulation of agricultural products, increasing the 
incomes of farmers in agriculture, and increasing the efficiency of production. Increa-
sing the competitiveness of agriculture in the Republic of Armenia requires effective 
state policy development and implementation. The latter, in turn, with many observa-
tions and studies, also requires a study of the international experience of agricultural 
support and the evaluation of possibilities to localize it. The purpose of the article is to 
identify the approaches that will be applicable in the Republic of Armenia as a result of 
the study of the international experience of the state support of agriculture and the policy 
of increasing its competitiveness in a number of developed and developing countries. 
Another aim is to study the international experience of the policy of state support for 
agriculture and increasing its competitiveness in a number of developed and developing 
countries and the possibilities of its localization in our country. 

Methodology. The article uses dialectics, scientific abstraction, comparative ana-
lysis, and logical methods. The application of the dialectic method found its expression 
in the interrelated study of the state support of agriculture and the policies of increasing 
its competitiveness in the countries under study. The application of the scientific 
abstraction method applies to the entire research, as its scope is limited to individual 
characteristics of agricultural competitiveness. The application of the comparative 
analysis method found its expression in the comparative analysis of the state support of 
agriculture and the policies of increasing its competitiveness in the studied countries. 

Literature review. The international experience of state support for agriculture has 
received the attention of a number of economists, including Yu. Akimova, A. 
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Rusakovitch, P. Yunusova, N. Klimova  E. Gusakov  and others. However, in the studies 
of the mentioned authors, the international experience of the state policy of increasing 
the competitiveness of agriculture and the possibilities of its localization in our country 
were studied in the context of the state support of the mentioned branch in general, and 
the emphasis was placed on the aspects that are mostly indirectly related to the 
aforementioned policy. In other words, the international experience related to the 
mentioned policy and the possibilities of its localization have not been given the 
necessary attention. 

Scientific novelty. In order to increase the competitiveness of RA agriculture and 
improve the state policy aimed at it, we propose the following approaches: 

• To utilize the state assistance program "Introduction and activity promotion of 
agro-industrial clusters", and plan assistance approaches and structures, clarifying their 
geography, participants, and their cooperative relations within its framework. 

• Also implement the state support program "Innovations in the field of agriculture 
and implementation of digital agriculture", and work out approaches and structures for 
promoting the mentioned innovations and implementation of agriculture. 

• To implement "State participation and support programs for the formation and 
development of territorial infrastructures for the sale and export of agricultural products 
and raw materials", taking into account the low level of agricultural commercialization 
and the urgency of solving the sale problem in order to increase competitiveness. 

• Currently, in an environment of insufficient state of land resources, especially the 
use of arable land, the implementation of "Programs for encouraging the joint use and 
enlargement of land in agriculture" is particularly important. Here, based on certain 
territorial and climatic features, the provision of support for the cultivation of 
agricultural crops is considered and justified, with the starting point being the 
strengthening of border settlements and increasing the level of food security. 

• While we face insignificant changes in the introduction of intensive technologies 
in agriculture, it is vital to implement new state programs for the introduction of these 
technologies in crop and livestock breeding with the review of existing support 
mechanisms and components, with the aim of significantly increasing the support 
element and improving the coordination and control mechanisms of these programs. 

• Taking into account the availability of financial resources to increase the 
competitiveness of farmers in agriculture, it will be appropriate to implement 
agricultural loans covering the entire territory of the republic with the newly revised 
mechanism and lending rates, taking into account the territorial and natural-economic 
peculiarities, in the conditions of the suspension of the "Interest rate subsidy program for 
loans provided in agriculture". a new program to increase affordability, using both 
interest rate subsidies and targeted repayment and grace period approaches. 

Analysis. The results of the study on international experience of the state policy of 
increasing the competitiveness of the agriculture of the Republic of Armenia and the 
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possibilities of its localization. It is essential to examine the international experience of 
state support for agriculture in individual developed and developing countries. Speci-
fically, in terms of the state support of US agriculture, a number of their components 
were considered critical, of which we considered appropriate to refer to the following. 

A significant portion of US agricultural state support spending is carried out wi-
thin the framework of the "green basket". "Unlinked" support to income is implemented 
in the form of direct annual payments to farmers growing a certain limited number of 
agricultural crops (wheat, corn, sorghum, barley, oats, cotton, rice, soybeans and other 
oilseed crops), the amount of which is calculated based on the area occupied by the crop 
in the previous agricultural year. on the basis of size and fixed rate per crop. Moreover, 
current production is not required to receive the subsidy [7, p. 19]. 

In our republic, agricultural producers are also supported through direct payment 
within the framework of various programs. The state support program "Promotion of 
winter wheat production in the Republic of Armenia" launched in 2022 is noteworthy, 
within the framework of which partial compensation of the costs of cultivating 1 ha of 
winter wheat, in particular, the costs of purchasing seed, fertilizer and diesel fuel is 
implemented [1, p. 2209]. 

In the USA, the "yellow basket" is used along with the "green basket" as part of 
the state support for agriculture, the big share of which is the "grocery-specific" support. 
The central place in those support structures is the "Realization loan" system, through 
the implementation of which, in the event of a fall in market prices, the farmer is 
guaranteed a minimum level of income from the sale of food products on the market. A 
farmer can get a "realization loan" from the Commodity Credit Corporation after 
harvest, according to the current collateral price level of the product. The farmer can buy 
back the pledged product at the lowest international, market or pledge price of the 
specified period. If the international or market price is higher than the collateral price 
during the specified period, the farmer can buy back his product at the international or 
market price, providing additional income in the amount of the difference between the 
purchase price and the collateral price. If the product is not bought back, it is considered 
state property [21]. And the "grocery-non-specific" support is being performed in the 
form of irrigation measures, the organization of pastures, the purchase of systems 
producing renewable energy sources, agricultural insurance and other measures to 
provide interest-free loans for the construction of irrigation systems, the organization of 
pastures on national lands, lending to farmers for the purchase of systems producing 
renewable energy sources and the introduction of systems to increase the efficiency of 
the use of this energy, preferential lending to farmers for the construction of grain 
storage warehouses [7, p.22-23]. 

Funding of state insurance programs, subsidizing insurance costs of agricultural 
crops have become widely supported. The main government insurance programs in the 
US are the Multi-Peril Crop Insurance Program (MPGI) and the Catastrophe Risk 
Protection Program (GAT). The MPGI program provides protection against natural 
disasters (in particular, drought, floods). Within the framework of the program (117 
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types of crops are included), compensation is made when the actual harvest is lower than 
the average of the previous few years (based on the yield indicators of the previous 4-10 
years). Under the CAT program, farmers are guaranteed a minimum loss compensation 
in case of less than 50% of the expected harvest and the farmer pays only an 
administrative cost of $100 for each insured crop to participate in the program [7, page 
23]. State support to agriculture is implemented not only within the above-mentioned 
baskets, but also within specific programs. During the crisis years, the level of state 
subsidies to the industry increases dramatically [14, p. 58]. 

The so-called "direct payments" are received by the producers of the products that 
are included in the protected categories: wheat, corn, barley, cotton, rice, olive, 
groundnut. If market prices fall below target, farmers' incomes stabilize countercyclical 
payments. They are implemented taking into account the size of the cultivated areas and 
are not related to the current level of production. The rate of these payments depends on 
the market situation" [14, p. 58]. In the USA, there are also subsidy programs in case of 
a decrease in the price of livestock products. "The DMLP (Dairy market loss payment) 
special program is in place to support dairy products, which involves payments to dairy 
producers in case the market price of milk falls below the set price." [7, pp. 22-23]. The 
role of indirect support to the industry is increasingly important in US agricultural 
government support policy. In the United States, great importance is attached to support 
for the export of agricultural products [ 14, p. 58]. 

- state investments in scientific research and experimental construction works: 
50%, 

- state costs of infrastructure creation: 25%, 
- successes in the development of technologies for obtaining means of production: 

25% [19, page 9]. 
"Research expenses are exempt from taxation" [4, p. 45]. In addition, 40-60% of 

the tax-free profit is directed to the financing of research and experimental construction 
works" [16, p. 311]. The high level of integration and cooperation in the production, 
processing and marketing of agricultural products on a cluster basis, which is 
characteristic of US agriculture, is highlighted. "30% of agricultural products are 
produced on that basis. Industrial and commercial companies sign contracts with far-
mers. Contraction is most developed in the production and sale of perishable and recyc-
lable products" [20, p. 24]. The state promotes cooperation in every possible way at the 
expense of various subsidies [10]. In the United States, increasing the competitiveness of 
agriculture, special importance is given to the production of ecologically clean products 
with the development of organic agriculture. The common agrarian policy of the 
European Union is aimed at solving the following problems: environmental protection, 
support for young farmers, support for unfavorable areas for agricultural production, 
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support for small farms and producer cooperatives [7, p. 4]. The competitiveness of 
agricultural products in the domestic and foreign markets of the EU countries is 
achieved with the help of the subsidy mechanism (50% of the value of the produced 
agricultural products is subsidized from the budget) [20, p. 22]. 

The main share of agricultural expenditure falls on the financing of programs 
within the framework of the "Green Basket", within which support refers to "general 
services", domestic food aid, "untied support", compensation for losses from natural 
disasters, cost subsidies within the framework of the farmers' retirement program, areas 
afforestation, investment support, environmental protection and regional aid programs [6 
p. 33-34]. In the European Union, a certain place is also allocated to support programs 
implemented within the framework of the "blue basket" - subsidies for fixed arable land 
and subsidies for fixed number of livestock [6, p. 40]. The said basket, which is also 
directly related to direct support to agriculture, removes the uncertainty associated with 
pre-determining the amount of compensations. "Almost all countries spend half of their 
national agricultural budgets on structural policies, with differences in the amount spent. 
For example, the Great Britain allocates approximately 1/3 of the agricultural budget to 
the modernization program, and the Netherlands and Luxembourg less than 10%" [12, 
p.15]. The main tool of market regulation are purchase interventions – anti-crisis tools 
during serious price fluctuations in foreign markets, when the price of products in world 
markets is below the established level of the intervention price (purchases of wheat, 
butter, dry skimmed milk) [7, p. 9]. Support for organic agriculture One of the objectives 
of the (F2F) strategy implemented within the framework of the European Green Deal 
climate program by 2030 is to use 25% of agricultural land for organic agriculture. 100 
billion euro budget for research and innovation from Horizon Europe program is spent 
for the promotion of research related to organic agriculture in 2021-2027. [15, p.16-17]. 
One of the directions of the state policy in the European Union is the promotion of the 
development of agro-industrial clusters. Cluster projects were most actively initiated in 
Finland. development of technoparks and development of knowledge centers, quality 
labor market, science and education system, etc. [9, p.65]. Although France is one of the 
leading producers of agricultural products in the EU, there are a number of problems in 
the country's agriculture, related to high costs of agricultural production, low profits, 
reduction of agricultural acreage and ecology [11, p.1563-1565]. The implementation of 
the "Agroecology" project until 2025, which, unlike previous approaches, is calculated 
on the reduction of external influences and external costs due to the introduction of 
technical and technological innovations [11, p.1565-1566]. The implementation of the 
project is based on the increase in the number of farms and comprehensive support from 
state authorities, on the one hand, and on the promotion of environmentally friendly, 
organic products produced in export markets, on the other hand [11, p.1565-1566]. 



 
 
 
 
  
ALTERNATIVE quarterly academic journal 

122 
 

Denmark. "Using various economic, administrative and ideological modes or 
methods of management activity, the state creates favorable conditions for regulating the 
life activity of the rural population, promoting the growth of agricultural products and 
food production and quality, ensuring healthy competition" [13, p. 2]. "Unification of 
farmers in cooperatives of different activity levels and sectors is promoted by way of 
defining privileges" [13, p. 4]. As a result, a boost is given to the process of increasing 
agricultural production, which is of particular importance for increasing its competitive-
ness. Moreover, under the Law on Agriculture, processing cooperatives gained primacy 
in the food market, credit and taxation [13, p. 2]. 

Netherlands. Agriculture is remarkable in the country. It is the second largest 
exporter of agricultural products and one of the world leaders in the development and 
implementation of innovations in the agricultural sector. The basis of innovations are 
research and experimental construction works. Agricultural research is one of the driving 
forces behind the development of the agricultural sector in the Netherlands [5, page 4]. 

Israel. Israel's agriculture is characterized by an intensive production system due 
to the need to overcome the scarcity of natural resources, especially water resources. 
Water in Israel is the most important production factor in agriculture and is supported by 
the government through various mechanisms; setting water quotas, progressive pricing, 
managing groundwater pumping, initiating water conservation and water supply pro-
jects. In addition, water desalination, municipal wastewater treatment and reuse mea-
sures are being taken to help manufacturers reduce costs. The latter positively affects the 
price competitiveness of agricultural products [7, p. 16]. Thus, the role of the scientific 
and technical factor is significant in increasing the competitiveness of Israeli agriculture. 

In the countries of the Eurasian Economic Union, agriculture is one of the most 
significant sectors of the economy. Its development takes place with state support. The 
most common measure of state support directly related to the competitiveness of agricul-
ture is external crediting of farmers and reimbursement of production costs: fertilizers, 
seeds, plant protection products, fuel and equipment [17, p. 35]. This, in turn, has a 
positive impact on lowering the cost of agricultural products, increasing the volume of 
supply and its price competitiveness. 

In the Russian Federation, state support to agriculture and increasing its competi-
tiveness is carried out in certain ways, which are conventionally divided into direct and 
indirect. As can be seen, state support for increasing agriculture and its competitiveness 
comes in various forms, the main of which is subsidy. 

Estonia. State support for agriculture in this country is mainly implemented 
through subsidies. Moreover, subsidies are provided in different directions [3, page 55]. 
in which the role of hectare subsidies, additional direct subsidies for animal care and 
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cultivation of agricultural crops is most important in terms of stabilizing agricultural 
producers' incomes and product supply. 

Georgia. The development of Georgia's agriculture is one of the main priorities of 
the country. It is no coincidence that a number of programs of state support for agricul-
ture and increasing its competitiveness have been implemented in the country, which 
relate to agricultural research, wine laboratory research, animal epizootic safety and 
identification/registration, phytosanitary safety and protection of plants, agricultural 
cooperatives, support to branch cooperatives, irrigation modernization of systems, agro-
insurance, preferential agro-lending [8, p.12-13]. Among the mentioned programs, in our 
opinion, the application of various mechanisms of assistance to agricultural cooperatives 
and branch cooperatives is important for increasing the competitiveness of agriculture. 

The study of the experience of the above-mentioned countries in the state policy of 
increasing the competitiveness of agriculture shows that in all countries, for this purpose, 
almost the same direct and indirect instruments of state support to agriculture are used, 
among which the various mechanisms of subsidies, the use of the guaranteed price 
system, targeted lending, tax benefits etc. 

In terms of the above, the Republic of Armenia is not an exception either, which 
for various objective and subjective reasons does not use the opportunities in the above 
directions. In this case, it is necessary to localize the above-mentioned international 
experience as much as possible, to identify and evaluate its possibilities and the mecha-
nisms of their use. The full use of the above-mentioned opportunities requires studying 
the applied mechanisms of state policy and, based on that, nominating the primary ones 
that regulate problematic relations in the agriculture of the republic and are considered 
the most justified and possible. Among the elements of that experience can be the 
application of cluster policy, the expansion of the insurance field, the improvement of 
their approaches, the mechanisms of technical re-equipment, the introduction of techno-
logies and innovations, the approaches of encouraging businessmen, etc. 

Conclusions. The study of the experience of the above-mentioned countries in the 
state policy of increasing the competitiveness of agriculture shows that in all countries, 
for this purpose, almost the same direct and indirect instruments of state aid to 
agriculture are used, among which the different mechanisms of subsidies, the use of a 
system of guaranteed prices, targeted lending, tax benefits etc. 

In terms of increasing the competitiveness of agriculture, the difference lies in the 
directions of application of these instruments in specific countries, the size, the selection 
of manifestations, the mechanisms of tax and credit privileges. In the observed countries, 
the state support to agriculture and increasing its competitiveness is carried out in certain 
directions, including the stabilization of the income of agricultural producers, price 
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support and establishment of balance, promotion of export of agricultural products, 
financing of agricultural research and innovations, agricultural insurance, structural 
policy, provision of agro-ecology requirements. in particular, related to the development 
of organic agriculture, the creation of a normative-legal basis for agriculture, develop-
ment of rural areas and infrastructures, raising the level of technical saturation of agri-
culture (especially with the use of various leasing mechanisms), increasing the level of 
integration and cooperation in the field of production, processing and sale of products by 
promoting the expansion of agricultural cooperatives and clusters. 

The difference between the approaches used in different countries lies in scales, 
mechanisms, implementation methods, complications, obstacles and opportunities of 
their manifestation in individual countries. From this point, the Republic of Armenia is 
not an exception either, which for various objective and subjective reasons does not use 
the opportunities in the above directions. In this case, it is necessary to localize the 
studied international experience as much as possible, to identify and evaluate its possi-
bilities and the mechanisms of their use. These possibilities are differentiated according 
to the directions of state support of agriculture and its competitiveness increase, which 
are determined by various factors. In particular, the possibilities of subsidizing agricul-
tural production are determined by the possibilities of the country's budget and the 
policies adopted by the state in relation to it, and the possibilities of cooperation of this 
production are determined by its possible scales, methods of implementation and 
expediency in our country. If these possibilities can be quantitatively evaluated, then 
separate possibilities due to objective factors (in particular, natural and economic, 
rational allocation of resources) cannot be measured quantitatively. In this case, not all 
opportunities can be identified and quantified. At the same time, it is necessary to take 
into account that the possibilities of state support for agriculture and increasing its 
competitiveness may be expanded or limited in a given period due to the influence of 
individual factors. So that the possibilities of localization of the above-mentioned 
international experience are relative and variable due to different situations, which 
becomes more prominent in the context of comparing different countries with each 
other. This circumstance does not allow to get a clear idea about the full or partial use of 
opportunities. Perhaps the most correct idea can be made about it, judging by the degree 
of achievement of the expected result. In connection with this, it should be noted that in 
our country, the possibilities of localization of the international experience of state 
support to agriculture and the increase of its competitiveness have been used to a greater 
or lesser extent, especially in the relevant programs (in particular, "Subsidization of 
interest rates on loans to the agricultural sector", "Reduction of production costs of 
agricultural crops" subsidy", "affordability of prices of resources used in agriculture", 
"support for leasing of agricultural equipment in the Republic of Armenia" and a number 
of other programs), within the framework of implementation. However, the current level 
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of competitiveness of the republic's agriculture and the existing problems and tasks 
related to a number of implemented programs indicate the incomplete use of the above-
mentioned opportunities. The full use of these requires studying the applied mechanisms 
of state policy and, based on that, nominating the primary ones that regulate problematic 
relations in the agriculture of the republic and are considered the most justified and 
possible. Among the elements of that experience can be the application of cluster policy, 
the expansion of the insurance field, the improvement of their approaches and mecha-
nisms, the mechanisms of technical re-equipment, the introduction of technologies and 
innovations, the approaches of encouraging businessmen, etc. 
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The international experience of the state policy of increasing the competitiveness of 
agriculture and the possibilities of its localization in RA 
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policy, international experience, localization, opportunities 
 The article is devoted to the analysis of the international experience of the state policy of 
increasing the competitiveness of agriculture and the evaluation of its localization 
possibilities in the Republic of Armenia. The study of that experience shows that for this 
purpose, in all countries, almost the same direct and indirect instruments of state aid to 
agriculture are used, among which different mechanisms of subsidies, the use of a 
system of guaranteed prices, targeted lending, tax benefits, etc. are typical. In terms of 
increasing the competitiveness of agriculture, the difference lies in the directions of 
application of these instruments in specific countries, the size, the selection of 
manifestations, the mechanisms of tax and credit privileges. In the observed countries, 
the state support to agriculture and increasing its competitiveness is carried out in 
certain directions, in particular: stabilization of the income of agricultural producers, 
price support and establishment of balance, promotion of export of agricultural products, 
financing of agricultural research and innovations, increasing the level of technical 
saturation of agriculture. The difference between the approaches used in different 
countries in relation to these directions lies in the scales, mechanisms, implementation 
methods, complications, obstacles and opportunities of their manifestation in individual 
countries. In terms of the above, the Republic of Armenia is not an exception either, 
which for various objective and subjective reasons does not use the opportunities 
available in the above directions. In this case, it is necessary to localize the best 
practices from international experience as much as possible, to identify and evaluate its 
possibilities and the mechanisms of their use. The full use of the mentioned opportuni-
ties requires studying the applied mechanisms of the state policy, and based on that, the 
primary ones that regulate problematic relations in the republic's agriculture and are 
considered the most justified and possible have been nominated. Among the elements of 
that experience can be the application of cluster policy, the expansion of the insurance 
field, the improvement of their approaches and mechanisms, the mechanisms of techni-
cal re-equipment, the introduction of technologies and innovations, the approaches of 
encouraging businessmen, etc. At the same time, the article presented recommendations 
on the use of the possibilities of localizing the international experience of state support 
for agriculture and the state policy of increasing competitiveness in our republic. 
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"ELECTRONIC BUSINESS", "ELECTRONIC COMMERCE" : CONCEPTS 
AND MAIN CHARACTERISTICS 

 Harutyun GRIGORYAN ASUE, Masters in Marketing Communication 
 Key words: e-business, e-commerce, e-marketing, internet, digital economy  

Introduction.  There is a lack of unified, clear definitions of the terms "e-busi-
ness", "e-commerce" in the professional literature. Moreover, these terms are also used 
as synonyms, which is not acceptable. The purpose of the article is to coordinate, ana-
lyze and generalize the existing definitions proposed by different authors. The defini-
tions given by different authors regarding e-business and e-commerce were also discus-
sed and an attempt was made to formulate a unified definition for these terms. 

Methodology. The research used the methods of scientific cognition, particularly 
analysis and comparison, observation and logic, as well as comparison. Foreign profes-
sional literature and scientific articles served as a theoretical and methodological basis 
for the research. The methods of analysis and comparison were used during the study of 
the definitions of the terms "e-business", "e-commerce" that were put forward by differ-
rent authors. International organizations as well, in particular the American Marketing 
Association, the Electronic Marketing Association (eMarketing Association), the Orga-
nization for Economic Cooperation and Development (OECD), the United Nations Con-
ference on Trade and Development (UNCTAD), the World Trade Organization (WTO) 
addressed the discovery of these concepts. Based on the studies of those organizations, a 
comparison was made, applying not only comparisons, but also logical methods. 

Literature review: «The terms "e-business", "e-commerce" have been referred to 
by various organizations, theorists and authors. The American Marketing Association 
(American Marketing Association) defines e-business as "many business models based 
on Internet principles", and "Electronic commerce" as a large number of business mo-
dels based on Internet principles [Dictionary]. The e-Marketing Association defines the 
term "e-marketing" as "any marketing activity that contains a website address (URL)." 
[eMA Glossary]. In 2009, the Organization of Economic Cooperation and Development 
(OECD) defined that “electronic commerce is the sale or purchase of goods and services 
carried out through computer networks to receive or give orders. Products and services 
are ordered online, but payment and ordering can be done online or in person." [OECD 
Guide, 2011, 71]. The United Nations Conference on Trade and Development defined 
"Electronic Commerce" as transactions involving the commercial activities of organi-
zations and individuals based on the processing and transmission of digital information, 
including text, audio and visual data. [Building Conference, 2000, 14]. 



 
 
 
 
  
ALTERNATIVE quarterly academic journal 

128 
 

The World Trade Organization (WTO) defines e-business as the "intermediary" 
marketing of production, the sale of goods and services over telecommunication net-
works. And electronic trade is its special case, according to which goods and services are 
provided to consumers for a certain fee, using electronic networks. According to the 
WTO approach, e-commerce, unlike e-business, does not include production and marke-
ting activities. [Work Programme, 1998, 1]. The definitions of the terms "electronic 
business", "electronic commerce" were given by Yu. Rublyovskaya, A. Yefimova, G. 
Golovchenko, A. Martovai, V. Grechkov, O. by Kobelev, K. Fellenshtein and R. Wood, 
H.M. Dietel, P.J. Dietel, K. Steinbuhler , Strauss, Ju-dy and Frost, R. Kalakota, A. 
Winston  and others. 

Scientific novelty. In our opinion, e-commerce is an activity of an organization or 
an individual, which is primarily aimed at making a profit as a result of transactions on 
the Internet. Using the Internet as a transaction venue differentiates e-commerce from e-
business. E-commerce generates most of its revenue through online sales/transactions. 
E-business cannot involve direct transactions in the Internet environment, and online 
sales cannot be its main feature. With this feature, it differs from e-commerce. Thus, in 
our opinion, the promotion of buying and selling on the Internet is its main singularity, 
which we will discuss below. 

Analysis.  «The term "e-business" was first used by IBM, which defined it as "the 
transformation of core business processes with the help of Internet technologies." [Rub-
lyovskaya, 2001, 87–102].  According to K. Fellenstein and R. Wood, e-business is "the 
use of electronic communications networks that allow commercial enterprises to trans-
mit and receive information." [Fellenshtein, Wood, 2000,  33]. H. M. Deitel defines e-
business as "a company that conducts online external and internal activities". [Deitel 
H.M., Deitel P.J., Steinbuhler K., 2001, 754]. According to D. Strauss and R. Frost, e-
business is a combination of a few elements: [Strauss and Frost, 2001, 128] . 

EB = EC + BI + CRM + SCM + ERP, 
EB - Electronic Business) 
EC - Electronic Commerce) 
BI - Business Intelligence) 
CRM - Customer Relationship Management  
SCM - Supply Channel Management 
ERP - Enterprise Resource Planning). 
E-business uses digital technologies such as the Internet and barcode scanners 

to facilitate the buying and selling process. The authors state that e-commerce is a 
transaction and includes various distribution channels as well as e-retail and consider 
e-commerce as part of e-business. According to D. Strauss and R. Frost:  

BI consists of primary and secondary information about competitors, markets, 
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consumers,  
CRM - includes the loyalty strategy of both organizations and individual custo-

mers, aimed at satisfying their needs (products / services and the company itself),  
SCM - includes a distribution/supply system that ensures that goods are deli-

vered to consumers in an efficient manner,  
ERP - deals with internal business operations such as order taking, purchasing, 

invoicing and inventory control. This system allows organizations to optimize busi-
ness processes while reducing costs. The result of the analysis of the observed terms 
of e-business is that it is necessary to develop such a definition that will maximally 
combine most of the above-mentioned approaches.  

Thus, talking about e-business term we understand the activities of an organi-
zation or an individual aimed at making a profit, in which the main business pro-
cesses, as well as external and internal communications, are carried out and supported 
by electronic technologies. It should be noted that the motivations for following the 
principles of e-business can be different: increasing the speed, coordination and effi-
ciency of business operations, reducing the price, increasing Internet sales, etc. Basi-
cally, any commercial organization whose business processes are based on interactive 
technology can be considered as an e-business. So, the following should be noted.  

First, for all the definitions of e-business its connection to the technologies, that 
serve as a foundation, is obvious. Speaking about the relationship between different 
types of technologies, it should be noted that digital technologies are inseparable from 
computer technologies, the latter are a physical basis for the existence of the former. The 
Internet is based on computer and digital technologies and is a global network of 
computers.  

Second, individual authors and organizations, defining the essence of e-business, 
focused on the purpose of using certain technologies. However, in our opinion, the goal 
criterion alone cannot be the only determinant in determining the nature of e-business. 

Third, individual authors and organizations view e-business as a combination or 
integration of certain elements. 

The definition proposed by D. Strauss and R. Frost is more complete, but ignores 
the role of marketing. It should be noted that e-business is practically impossible without 
the use of complex marketing elements. 

Definition of  "electronic commerce".  When it comes to e-commerce, it is obvious 
that e-commerce is a necessity nowadays. The concept of e-commerce has been around 
even before the invention of the Internet. Nowadays, e-commerce uses different commu-
nication technologies. In the 1940s, large American trading systems were united by a 
telegraph network, which transmitted information about the cost of goods in the markets 
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to different points of the state. Early examples of e-commerce were based on bank 
transactions, which were called "telegraphic transfers". [Efimova, Baltanova, 2018]:  

Five stages of e-commerce development are distinguished. 
The first stage - 1960-1970: the origin of the information society, development of 

the concept of computer network, creation of data exchange standards. 
The second phase - 1970-1980: major technological innovations are created, such 

as microprocessors, memory cards, network development concepts. 
Third phase - 1980–1990: Emergence of the first concepts of e-commerce and e-

business. 
The fourth stage - 1990-2000: Creation of the WorldWideWeb, payment systems 

for electronic money, creation of the first Internet banking. 
Fifth Phase - 2000: Modern Period. Massive introduction of internet technologies 

in all business sectors. 
The types of electronic commerce (e-commerce) are: 
• electronic data exchange (Electroniс Data Interchange, EDI), 
• electronic capital movement (Electronic Funds Transfer, EFT), 
• electronic money (e-cash), 
• electronic marketing (e-marketing), 
• electronic banking (e-banking), 
• electronic insurance services (e-insurance). 
The e-commerce market has been developing most dynamically in recent years, 

which is due to the rapid growth of the number of Internet users, the increasing influence 
of social networks and other interactive online platforms, the dynamic development of 
electronic payment systems and the transition of leading market players to new 
technological platforms of e-commerce. 

Currently, there are many definitions of the term "e-commerce". Before comparing 
and analyzing the existing definitions, let's identify the terms "trade" and "business" 
given in the "Merriam-Webster" encyclopedia. Thus, "trade is the exchange or purchase 
and sale of a large amount of goods (services), including their transportation." Business 
is a broader concept- "the activity of persons engaged in the purchase and sale of goods 
or related financial transactions" [Merriam-Webster] hat is, firstly, business is related to 
commerce as from public to private, and secondly, there is no fact of sale in the defi-
nition of business, which is present in commerce. Taking this as a basis, let's move on to 
the discussion of the main approaches to the definition of the term "electronic com-
merce". Taking this as a basis, let's proceed to the discussion of the main approaches to 
the definition of the term "electronic commerce". [Martovoi,  2004, 146-152]. According 
to the IBM definition, "Electronic commerce is any form of business transaction con-
ducted over information networks." [Rublyovskaya, Popov, 2001, 87–102]. R. Kalakota 
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and A. Winston state that "Electronic commerce is the buying and selling of information, 
goods, and services over computer networks." [Kalakota, Whinston 1997, 461]. V. 
Grechkov, without defining the concept of e-commerce, points out its characteristics: 

  the fact that the action is carried out electronically, 
  actions performed through Internet providers or log files, 
  allocation of assets ownership sold, purchased, traditional and new approaches, 
  asset sale, 
  desire to make a profit [Grechkov, 2003, 68-85]. 
V. Grechkov describes the characteristics of "e-commerce" but does not define e-

commerce. O. Kobelev views as a business activity where commercial transactions are 
carried out through the electronic exchange of data [Kobelev, 2010, 14]. 

 When talking about electronic commerce, we consider it necessary to refer to the 
term "Electronic Marketing". D. Strauss and R. Frost note that "e-marketing" goes be-
yond the Internet, because even before the advent of the latter, there were separate In-
ternet marketing technologies in areas such as customer relationship management, 
supply chain management, and electronic data interchange. Furthermore, the authors 
conclude that e-marketing is "traditional marketing using information technology." 
[Strauss, Frost 2001, 14]: In general, we can agree with this definition. Due to technolo-
gical characteristics, e-marketing is a broader phenomenon than internet marketing. In 
this sense, the definition given by the E-Marketing Association does not seem quite cor-
rect to us, as it Thus, recognizing the need to clarify and supplement the existing defini-
tions, we state that electronic marketing is the process of planning, pricing, distributing 
and promoting ideas, products and services to create exchange products that meet the 
requirements of individuals or organizations and is carried out on the basis of informa-
tion technology. The American Marketing Association defines "Internet marketing" as a 
marketing campaign based on the Internet and e-mail and includes display advertising, 
e-mail, e-commerce and other tools [Dictionary of Marketing]. 

Online marketing cannot be limited to a marketing campaign, as there are elements 
of marketing that are permanent, such as distribution of products/services, customer 
relationship management. Additionally, the American Marketing Association defines 
email as an online technology, which is not true. E-mail, according to its technological 
characteristics, belongs to offline technologies, that is, it is carried out outside of real 
time. 

According to D. Strauss and R. Frost, Internet marketing is considered an 
application of marketing on the Internet. Internet marketing influences traditional mar-
keting in two ways. First, it increases the effectiveness of traditional marketing func-
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tions. Second, Internet marketing technology is transforming a large number of marke-
ting strategies [Strauss, Frost, 2001, 14]. 

H. Deitel defines an Internet marketing campaign as "the application of traditional 
marketing methods in an Internet environment and the use of Internet marketing tools 
such as classified ads and email." [Deitel, et al., 2001, 758]  

In general, agreeing with the definition of internet marketing suggested by D. 
Strauss and R. Strauss, we find that internet marketing is defined as the process of 
planning, pricing, distributing and promoting ideas, products and services to create 
exchange products that meet the needs of individuals or organizations based on the use 
of Internet technologies. 

Thus, based on the studies of existing approaches, we conclude that Electronic 
business is a more general concept that includes any form of interaction between market 
entities through digital technologies, and electronic commerce is limited to the execution 
of commercial transactions using electronic systems; for example, selling goods or 
providing services over the Internet. 

E-business is a part of network business, even though there are plenty of corporate 
networks that transact business over the Internet. E-commerce is an integral part of e-
business, which is due to the fact that e-business involves other forms of activity in 
addition to buying and selling transactions. 

 Conclusion.  Thus, the concepts of e-commerce and e-business are very close, 
but have distinctive characteristics. e-commerce or online commerce is the activity of an 
organization or individual, which is primarily aimed at making a profit as a result of 
transactions on the Internet. It is the purposeful orientation of using the Internet as a 
transaction venue that distinguishes e-commerce from e-business. An e-commerce or 
internet-based business generates most of its revenue through online sales/transactions. 
The basis of all definitions is that electronic commerce is based on information tech-
nology and electronic methods of data exchange are used. In the article, generalizing the 
existing approaches to the terms "e-business", "e-commerce", analyzing the distin-
guishing characteristics of the concepts "e-business", "e-commerce", it is concluded that 
e-commerce is a component part of e-business, which is due to the fact that e-business 
involves other forms of activity besides buying and selling transactions. 
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Harutyun GRIGORYAN 
"Electronic business", "electronic commerce": concepts and main characteristics 
Key words: e-business, e-commerce, e-marketing, internet, digital economy 
 The object of the research is the definitions of the terms "e-business" and "e-commerce", 
and the subject is the research of the essence and main characteristics of the terms "e-
business" and "e-commerce". The terms "electronic business" and "electronic com-
merce" have different definitions, which have been addressed by different international 
organizations, theorists and authors. A common characteristic of these concepts is their 
connection with the use of information technology. At the same time, each of the con-
cepts has its own distinguishing features, which enable us to clearly distinguish the con-
sidered terms. Electronic trade or e-Commerce is a way of doing business, the main fea-
ture of which is buying and selling over the Internet. E-business is a way of doing busi-
ness that uses all the possibilities of the global Internet network. This is a rather broad 
concept that includes many subtypes, including e-commerce. E-business is practically 
impossible without marketing elements, because Internet marketing is the application of 
marketing policies on the Internet. The obtained results will be useful in both practical 
and theoretical aspects. 
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Introduction. State debt is one of the most important tools of budgetary regula-

tion, contributing to the implementation of the economic strategy of the state. From the 
point of view of debt sustainability, the country should be able to fulfill its debt oblige-
tions in the medium term (solvency) and be able to fulfill the obligations whose repay-
ment period has expired (liquidity). It is necessary to carry out the process of modeling 
public debt through multifaceted analysis, evaluate public debt using various models: de-
terministic, stochastic, as well as alternative approaches. 

Methodology. The modeling of the debt of the RA government was carried out 
using the vector autoregression (VAR) econometric model, the results of which were 
presented through graphs and tables describing the results of impulse shock and variance 
decomposition. The basis of the model is the debt accumulation formula[IMF, 219-242], 
the approaches proposed by experts, where the non-fiscal factors affectting the public 
debt (real interest rate, real GDP growth, real effective exchange rate [CELASUN, 2007, 
11-12]) and the primary balance as a function of the fiscal response are considered. 

Literature review. There are 3 approaches for debt sustainability analysis and mo-
deling: deterministic, stochastic and alternative. Deterministic models are based on the 
debt accumulation formula [IMF, 2013, 39-41] and simulations of shocks [IMF, 2013, 
22] to its individual elements, as well as defined debt burden thresholds[IMF, 2013, 6-7, 
44-45]. One of the most populars is the IMF and WB developed MAC DSA model. 

Stochastic models are based on the interrelationships and patterns of debt-forming 
factors that are projected into the future. The stochastic approach also uses the debt ac-
cumulation formula to perform debt simulations[CELASUN, 2007, 22-27]. Joao Medei-
ros [2012] modeled public debt using a VAR model for several countries, projectting the 
results onto the fiscal response (primary balance) function. The main disadvantage of 
using this method is that it is quite difficult to give an economic interpretation for a 
specific country. For debt management, the World Bank and the International Monetary 
Fund have developed a systematic and comprehensive model to help countries develop 
an effective medium-term debt management strategy (MTDS)[IMF, 2012, 1-68]. 
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Alternative approaches include the assessment of the "equilibrium debt/GDP" 
limit, the assessment of the "fiscal area", the assessment of the "fiscal response func-
tion", and other methods of econometric analysis. Note that unlike the deterministic app-
roach, stochastic and alternative approaches generally require time series with sufficient 
parameters for econometric analysis. Most often, they do not replace, but complement 
each other. In particular, stochastic and other approaches complement the results of de-
terministic analysis by considering additional risk assessment tools [Roberta, 2017]. 

Scientific novelty. By studying foreign literature and international experience, the 
interaction of public debt and its forming factors was evaluated using the Vector auto-
regression VAR model. Taking into account the peculiarities of the factors affecting the 
RA state debt, as debt-forming factors we considered Real GDP growth, real interest 
rate, real effective exchange rate, and primary balance. The obtained results were com-
pared with the results obtained using the MAC DSA deterministic model. Unlike the de-
terministic model, the effect of the exchange rate on the debt/GDP ratio is not so great. 
The real interest rate has a small effect on the primary balance and the debt/GDP ratio, 
which was also presented when assessing debt sustainability with the help of a determi-
nistic model. These results can be the basis for increasing the rate of decrease of real 
GDP in the deterministic model for the interest rate shock  

Analysis. As we mentioned, various authors have referred to the analysis of the re-
lationship between the state debt and other macroeconomic indicators. It is necessary to 
take into account that the public debt for each country may have different degrees of 
sensitivity to changes of macroeconomic indicators (Real GDP growth, real interest rate 
fluctuations, exchange rate depreciation, changes in the primary balance). The MAC 
DSA deterministic model was used to estimate the sustainability of public debt, as a re-
sult of which it was shown that the public debt/GDP ratio is most sensitive to GDP 
growth and real exchange rate shocks [Aslanyan, 2021, 165-177]. We also need to 
evaluate the dependence of debt/GDP ratio on economic indicators using VAR model. 

Government debt/GDP ratio, real GDP growth, real interest rate, exchange rate 
growth and primary balance (% of GDP) were considered as variables in the model. 
Before building the model, the stationarity of the specified series was checked. All series 
except the debt-to-GDP ratio and the real effective interest rate are stationary. The 
debt/GDP ratio is I (1), so its difference series was considered in the model. João Medei-
ros [2012, 4] considered the real effective exchange rate in a logarithmic version, but in 
the case of the RA real effective interest rate, it is not stationary and is I(1), so for 
economic interpretation, we will consider the series with the first-order differences of 
the ordinary series, which is stationary. 

௧ܻ = ଴ߛ + ∑ ଴ߛ ௧ܻି௞௣௞ୀଵ + ௧ߝ ݐ   , = 2000, 2022തതതതതതതതതതതതതതത (1),  
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where ௧ܻ = ௧ܤܲ ) , ௧ܪܹܱܴܶܩ , ௧ܴܫܨܧ , ௧(ܪܥܺܧܨܧ)ܦ ,  ௧-realܪܹܱܴܶܩ ,(௧(ܲܦܩ_ܶܤܧܦ)ܦ
GDP growth, ܲܤ௧-primary balance (% of GDP), ܴܫܨܧ௧-real effective interest rate, 
 -௧(ܲܦܩ_ܶܤܧܦ)ܦ ,௧-first-order difference of real effective exchange rate(ܪܥܺܧܨܧ)ܦ
first-order difference in the debt-to-GDP ratio. 

The optimal number of lags in the model was determined by Akaike, Schwartz, 
Hannan-Quinn and other reference criteria. According to the test results, the optimal 
number of lags in almost all dimensions is equal to 1, so one lag was included in the mo-
del. For the quality of the model, as well as the reliability of the obtained results, the 
presence of autocorrelation in the residuals was checked using the serial correlation LM 
test. In order to check the stability of the model, the inverse root test of the autoreg-
ression coefficients was also performed. The estimated VAR is stable (stationary) if all 
the roots have an absolute value less than one and therefore lie within the unit circle. The 
results of the test show that the condition of maintaining stability is satisfied in the 
model, because no root is outside the unit circle [Lütkepohl, 2005, 15]. After ensuring 
the qualitative aspect of the model, let's present the analysis of the impulse-response 
functions obtained as a result of the evaluation, which gives an opportunity to evaluate 
the influence of the macroeconomic indicators included in the model on the public debt 
and their mutual relationship. Values on the vertical axis in the graphs correspond to the 
deviation of the variable from its equilibrium level in response to the observed shock. 
The values on the horizontal axis represent the time elapsed since the shock occurred. 

First, let's consider the response of the variables included in the model to the 
positive shock of Real GDP growth. Thus, real GDP growth leads to an increase in the 
primary balance, which stabilizes in year 3. A positive shock to real GDP growth also 
leads to an increase in the exchange rate, which stabilizes in year 7. The effect of real 
GDP growth also has a minimal effect on the real interest rate. As predicted, real GDP 
growth leads to a decrease in the Debt/GDP ratio. 

Figure 1. The Response of Variables to a Real GDP Growth Shock 
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Source: author's calculations, Ministry of Finance, Central Bank 

A positive primary balance shock leads to Real GDP growth, which stabilizes in 
year 5. The effect of the primary balance on the real interest rate (contrary to the theore-
tical basis of the MAC DSA model) and the effective exchange rate is very small. 
According to the debt accumulation formula, an increase in the primary balance leads to 
a decrease in the debt/GDP ratio. 
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Figure 2. The response of variables to a primary balance shock
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The real interest rate has a lagged negative effect on the exchange rate, the effect 
of which fades out in the 6th year. The effect of the real interest rate has a small effect 
on the primary balance and the debt/GDP ratio, which was also presented when asses-
sing debt sustainability with the help of a deterministic model [Aslanyan, 2021, 165-
177]. These results can be the basis for increasing the rate of decrease of real GDP in the 
event of an interest rate shock in the deterministic model. 

Figure 3. The Response of Variables to a Real Interest Rate Shock 
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GDP growth and primary balance react negatively to a positive exchange rate 
shock starting from the 2nd year, we also notice that the debt/GDP ratio has also 
increased since the 2nd year, which was also confirmed when assessing the 
sustainability of the debt with the help of the deterministic model[Aslanyan, 2021, 165-
177]. Unlike the deterministic model, in this case the effect of the exchange rate on the 
debt/GDP ratio is not so great. 

Figure 4. The Response of Variables to a Real Effective Exchange Rate Shock 
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 Examining the variance decomposition of the debt/GDP ratio, we notice that the 
change in debt mainly depends on the real GDP growth, the primary balance and also the 
exchange rate. It is noteworthy to mention that a similar result was also obtained as a re-
sult of assessing debt sustainability with the help of the MAC DSA model [Aslanyan, 
2021, 165-177]. Thus, the variance decomposition of the debt depends 40-50% on GDP 
growth, 20-30% on the growth of the primary balance, 6-8% on the real effective ex-
change rate. 
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Table 1. Debt/GDP Variance decomposition 
Variance 
Decomposition of 
D (DEBT_GDP):       
Period S.E. PB GROWTH D(EFEXCH) EFIR D(DEBT_GDP)                1  6.791185  29.68397  53.82951  8.118375  0.332011  8.036135 
 2  7.347832  25.36299  46.99152  17.76117  0.838678  9.045638 
 3  8.286040  21.51181  42.30150  25.91884  2.827589  7.440261 
 4  8.453023  20.74390  41.39572  25.30682  4.148439  8.405124 
 5  8.613138  20.09142  41.47013  26.30442  3.997150  8.136884 
 6  8.748170  19.48288  41.58358  26.63014  4.076891  8.226510 
 7  8.761291  19.47574  41.48469  26.57263  4.070841  8.396096 
 8  8.807161  19.29414  41.64511  26.66180  4.081161  8.317792 
 9  8.817673  19.25538  41.63521  26.63890  4.089117  8.381389 
 10  8.824751  19.24289  41.64611  26.64574  4.088984  8.376279 
              Cholesky Ordering: PB GROWTH D(EFEXCH) EFIR 
D(DEBT_GDP)   

Source: author's calculations, Ministry of Finance, Central Bank 
 

Conclusion. Summing up, we can mention: 
 As predicted, real GDP growth leads to a sharp decline in the Debt/GDP ratio 

and has the greatest impact on the Debt/GDP ratio. 
 A positive primary balance shock leads to Real GDP growth, which stabilizes in 

the 5th year. The effect of the primary balance on the real interest rate (contrary to the 
theoretical basis of the MAC DSA model) and the effective exchange rate is very small. 
An increase in the primary balance leads to a decrease in the debt/GDP ratio. 

 the real interest rate has a small effect on the primary balance and the debt/GDP 
ratio, which was also presented when assessing debt sustainability with the help of a 
deterministic model. 

 the exchange rate positive shock leads to an increase in the debt/GDP ratio, 
which was also confirmed when assessing the sustainability of the debt with the help of 
the deterministic model. 

 Change in debt mainly depends on real GDP growth, primary balance and also 
exchange rate. The  similar result was also obtained as a result of assessing debt sus-
tainability using the MAC DSA model. 
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Modeling the RA state debt using the VAR autiregression model 
Key words: public debt, GDP, sustainability, shock, primary balance, real effective interest rate, 
real effective exchange rate 
 It is necessary to carry out the process of modeling the public debt through a multi-fa-
ceted analysis. There is a need to evaluate it through different models: deterministic, sto-
chastic and also alternative approaches. Most often, these approaches do not replace, but 
complement each other. In particular, stochastic and alternative approaches complement 
the results of deterministic analysis, considering them as an additional toolkit for risk 
assessment. In this article, the degree of interaction between the public debt and the fac-
tors forming it was evaluated using the vector autoregression VAR model. Taking into 
account the peculiarities of the factors affecting the RA state debt, Real GDP growth, 
real interest rate, real effective exchange rate, and primary balance were considered as 
debt-forming factors. According to the obtained results, the change in the debt/GDP 
ratio mainly depends on the real GDP growth, the primary balance and also the ex-
change rate. The similar result was also obtained as a result of assessing debt sustain-
nability using the MAC DSA model. Unlike the deterministic model, in this case the ef-
fect of the exchange rate on the debt/GDP ratio is not so great. 
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Introduction. Digitization and the use of digital technologies are reasonably ana-
lyzed and discussed topics, and having a unified digitization policy by states and govern-
ments has become one of the essential conditions for the development of the economy as 
a whole. In RA (Republic of Armenia), however, similar government-level discussions 
began only at the end of the last decade. Adopting the RA Digitalization Strategy is a 
practical step because until then, there was no centralized state policy on digitalization 
and the use of digital technologies. It is not deniable that after RA's independence, many 
successes and positive developments have been registered in the digital ecosystem. Ne-
vertheless, the results were not systemic, controlled or led by the state. It caused digitali-
zation processes and the application of digital technologies to be concentrated, led by the 
public administration, IT, and partially by the financial and banking sectors. The article 
aims to reveal the trends of digitalization processes in RA by phase analyzis monitor the 
digitalization strategy and observe the main directions of their spread. 

Methodology. The research methodology employed in this study involved the use 
of comparative analysis, which allowed for the identification and differentiation of the 
digitization processes within the RA based on their stages of development. This method 
enabled the researchers to compare and contrast the different stages of digitization wi-
thin the RA, highlighting the similarities and differences among them. Additionally, the 
study utilized both observation and statistical methods to analyze the trend of indicators 
within the sector being studied. Observational methods involved the systematic and 
structured observation of the digitization processes in the RA, while statistical methods 
used quantitative data to measure and analyze the trends within the sector. By using both 
observational and statistical methods, the researchers were able to obtain a comprehend-
sive understanding of the sector's performance and trends over time. Overall, the re-
search methodology employed in this study allowed for a thorough and systematic exa-
mination of the digitization processes in the RA, providing insights into the sector's de-
velopment, performance, and trends. 

Literature review. In the course of the research, approaches that interpret and de-
fine the digital economy and digital technologies were studied. Don Tapscott's scientific 
works illustrated the advantages and revolutionary potential of the digital economy 
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[Tapscott, 1994, 67-69]. Lane explained the digital economy as driven by a convergence 
of information, computing, and communications, which we call the Internet. Also, he 
mentioned the importance of spreading new knowledge and understanding of the digital 
economy throughout society as quickly and widely as the Internet did [Lane, 1999, 317-
320]. Few countries quickly responded to digital developments and developed their digi-
tal concept. Among them was, for example, Estonia, which aimed to create a digital 
society and a state that serves citizens, promotes their participation in public administra-
tion and cares for their well-being [Estonian Council of Informatics, 1998, 8]. Now the 
country is the leader in the digital world. The digital economy is a virtual environment 
that complements our reality and allows us to have relationships that are impossible or 
ineffective to imagine in the physical world [Ivanov, 2017, 12]. According to the Bureau 
of Economic Analysis, the digital economy has three directions of economic expansion: 
Infrastructures, E-commerce and Priced digital services [Highfill et al., 2020, 2]. These 
are the three main components on which the interpretation of the digital economy is built 
in the United States. During its development period, digital technologies and the Internet 
itself have merged, leading to the formation of Web 1.0, Web 2.0, and Web. 3.0. The di-
gital environment transformed from the "read-only" concept to the "read, write and 
own"[Naik, 2009, 6]. 

Scientific novelty. The novelty of the research lies in the fact that it has carried out 
a thorough analysis of the policies implemented by the RA government at each stage of 
digitalization and classified them into different phases. This classification provides a 
new perspective on the digitalization process in RA and can help policymakers and re-
searchers better to understand the evolution of digitalization in the country. Moreover, 
the research has identified the main directions of digitization in RA, which is another 
contribution to the field. By highlighting these directions, the research can serve as a 
guide for future policymaking and research in the area of digitalization in RA. This is 
particularly important in today's world, where digital technologies are transforming so-
cieties and economies at an unprecedented pace and policymakers need to stay informed 
about the latest trends and developments. 

Analysis. The digital economy and technologies enable society, enterprises and the 
state system to create added value, improving overall well-being. That is why expanding 
the scope of the digital economy, its development, and reasonable control and manage-
ment should be one of the essential goals of society and the state. Digitization is trans-
forming information into a digital form, making it possible to find hidden opportunities, 
establish new ways of production, and reduce production and operational costs. Digitiza-
tion is the driving force of modern life, a current trend in developing of the economy and 
society, which increases the economy's efficiency and quality of life [Khalin, 2018, 47]. 
It has created new markets that are impossible or ineffective to imagine in the physical 



  
 
 
 
 
ALTERNATIVE quarterly academic journal 

146 
 

world. Thanks to digital technologies, capital management has become more profitable. 
Also, the competition is being promoted. Moreover, digitalization allows for the involve-
ment of a larger number of citizens in government activities, increases the number of 
services available to the public, and creates conditions for the efficient and transparent 
work of the state apparatus. Digitization processes can be classified according to con-
ventional degrees of complexity. 

 Figure 1. Classification of digital technologies according to their complexity1 
As we can see, IT systems and software are the simplest stage from the point of 

view of the complexity of digital technologies, which implies an infrastructure. The next 
level is automation, from robotic process automation (RPA) to digital marketing. To vi-
sualize RPA, consider physical robots that perform tasks such as cleaning the house or 
lifting heavy objects as a human would complete the job. A similar process is in the case 
of RPAs "robot" refers to a virtual rather than a physical system that helps automate re-
petitive computing or business process tasks, for example, providing a loan to a client 
without the intervention of a specialist. The next and most complicated stage is the smart 
one. It is the sum of data analysis of the physical world and the creation and develop-
ment of its virtual systems. 

It is logical that in RA, after independence, the development processes of digital 
technologies started from the most basic stage, from the infrastructures. The Armenian 
diaspora, especially the American-Armenian, played a significant role in that matter, 
thanks to whose efforts the first foreign IT companies spread their branches not long af-
ter the independence of the Republic of Armenia. The IT sector gained a new develop-
ment momentum when the communication and telecommunication sector began to over-
grow. In the whole world and in RA, too, 2004 was a turning point when the term "Web 

                                                             1 The figure was created by the authors. 
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2.0" began to be widely used, marking a new stage in the development of the Internet 
[Wilson, 2011, 2]. During this time, the mass distribution of mobile phones and the rapid 
spread of social networks contributed to the immediate growth of Internet users. More-
over, the Internet has turned into a domain of creators from being only a consuming en-
vironment [Abdullahhaji, 2015, 43]. RA also stayed caught up with the trends. If in 2004 
only five percent of the population used the Internet, in 2014, the number was already 
55%. According to 2020 data, 77% of the population used the Internet at least once in 
the last 3 months, and in January 2023, this share in the total was 78.6%1. 
Table 1. The basic concepts of Web 1.0, Web 2.0, Web 3.0, structures [Naik, 2009, 6] 

Name Web 1.0 Web 2.0 Web 3.0 
Period 1991-2004 2004-to present 2014- to present 

User Experience The read-only Web Read and write Read, write and own 
Appearance Simple web 

information 
Two-way 

pages, 
multimedia 

3D world of own digital assets, one 
unified avatar, transparent and 
decentralized virtual platform 

 

As for web 3.0 in RA, 2022 can be considered a turning point from the point of 
view of its development. During 2015-2019, five companies operating in the web 3.0 do-
main in RA were founded, two of which launched with the participation of foreign capi-
tal: Russian and Dutch. Moreover, in 2020-2022, five companies were established at 
once, 4 of them with Armenian capital2. The companies involved in developing block-
chain technologies and their security in RA mainly specialize in developing software and 
other relevant solutions. However, Armenian Fastex, founded in 2022, launched its cryp-
tocurrency, Fasttoken, and most importantly, started offering a blockchain-as-a-service 
platform. It is crucial that third party companies can use or apply the solutions provided 
by Fastex without developing their blockchain system. As for the digitization processes 
in the Republic of Armenia and the policy of the RA government in this direction, it can 
be conventionally divided into four stages. 

Early or embryonic (years 2000-2010). Some primitive public electronic control 
systems were developed. Also, the government enacted some legislative documents and 
decisions related to the sector, for example, the Law "On Electronic Document and Elec-
tronic Digital Signature." It is important to emphasize that at this stage, the government 
already recognized the IT industry as one of the priority sectors of the development of 
the RA economy. Although, for implementing in-formation technologies and digital 
solutions in the public sector, practical steps began to be observed only after 2010. 

Infrastructure (years 2010-2014). This stage begins the era of public sector digita-
lization in RA. In particular, two digital platforms were launched in 2010r: www.e-

                                                             
1 https://data.worldbank.org/indicator/IT.NET.USER.ZS?locations=AM, https://datareportal.com 2 Because of the lack of statistical data, the social platform LinkedIn was the basis. 
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gov.am (state) and www.dasaran.am (with state support). E-gov aimed to start digitali-
zation processes in the public administration sector, and Dasaran.am in the education 
sector. The E-gov platform gradually introduced new public management tools and re-
source links in the previous decade. As of January 2023, their number of digital public 
management tools has reached 34. We can divide the tools can into five main groups: 

 Notices and applications 
 Decisions and agendas 
 Judicial and legal activities 
 Business and taxes 
 Statistics and databases 
Digital economy and digital services (years 2014-2019). The phase started when 

the parliament adopted the Law "On State Support of the Information Technology Sec-
tor." It defined tax benefits for representatives of the IT sector, as well as the procedure 
for issuing the IT sector certificate. As a result, the IT industry experienced dramatic 
growth. We must consider that before 2018 accurate statistics on the sector were not 
carried out. However, according to the RA ICT Register, as of February 1, 2022, 6,354 
ICT companies are operating in RA1. An important initiative at this stage was the launch 
of Electronic Government Infrastructure Implementation Office (www.ekeng.am) plat-
form. It aims to facilitate citizens' communication with the state. Another essential step 
in this phase was the launch of Armed, the national e-healthcare operator. By the way, 
the mobile application offered by the system was widely used during the coronavirus 
pandemic. The growth of demand for digitization and digital services within the econo-
my also distinguishes this period. 

Development of strategic bases for digitizing and publicizing digital services 
(2019 - present). The phase began with the fact that the RA government considered digi-
talization and high-tech production as one of the main goals for developing the RA eco-
nomy. As a result, to activate the Armenian high-tech ecosystem, by the decision of the 
RA Government on June 1, 2019, the RA Ministry of Transport, Communication and 
Information Technologies was renamed to the Ministry of High-Tech Industry of the 
Republic of Armenia. It has set itself the task of turning RA into a country engaged in 
high-tech production and export2. Legislative and strategic foundations regarding digi-
talization and digital tools in RA have been laid since the 2000s, but the initiatives have 
become organized only since 2010. Moreover, they were mostly organized within the 
laws and decisions framework without a national strategy. Since 2019, it has been imple-
mented based on the national strategy. RA has set a goal to improve electronic gover-
nance tools and increase the number of digital services available to citizens. The strategy 

                                                             
1 https://ictstat.am/en/registr 2 https://www.arlis.am/documentView.aspx?docid=131156 
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strongly focuses on the public sector, as 18 of the 19 programs refer to it, and 11 targets 
only the public administration sector. Moreover, studying the RA digitalization strategy 
and other related legislative projects and decisions, it becomes clear that there are no 
direct references and state policies to the use of technologies that have made or promise 
a great revolution in the IT sector, such as artificial intelligence, automation, 5G, the 
Internet of Things (IoT), blockchain, etc. This approach is quite risky because, in this 
way, RA lags behind international trends. Such technologies are being used in the 
private sector, led by IT and financial institutions. However, discussing them at the pub-
lic level in RA is necessary to develop legislative and strategic bases for their introduce-
tion. It is essential for the country's branding and representation on international plat-
forms as a state striving for complete digitalization. From 2014-2019, the demand for 
digitization and digital services within the economy increased dramatically. 11 of the 18 
commercial banks of RA (Fast Bank CJSC got a license to engage in banking activities 
only in 2022) have released a mobile application and started mobile (digital) services. 
The use of digital technologies in the financial sector is otherwise called FinTech. As for 
the RA banking sector, Evokabank is one of the fastest and most successfully integrated 
organizations here. It was recognized as the best consumer digital bank in Armenia in 
2022 (6th year in a row) 1. Being the first and only mobile-first bank in the Armenian 
market (every service offered by the bank will be tested and adapted first for the mobile 
phone user), in the summer of 2020, Evocabank launched the first banking bot, 
EvocaBot, which provides information to customers and performs transactions. 

Table 2․ Online banking mobile applications released in RA, 2014-2022 2 
APP Release Date Downloads (Google Play Market) 
InecoMobile OCT․ 15, 2014 100,000+ 
Converse Bank Mobile DEC․ 23, 2014 50,000+ 
Idram & IDBank JUN․ 13, 2015 1,000,000+ 
Ameria Mobile Banking FEB․ 16, 2015 100,000+ 
EvocaTouch APR․ 3, 2015 100,000+ 
Unibank Mobile Banking NOV․ 9, 2016 50,000+ 
Ardshinbank Mobile Banking DEC․ 4, 2016 100,000+ 
Byblos Bank Armenia OCT․ 11, 2017 1,000+ 
AraratMobile JUN․ 20, 2018 50,000+ 
ABB MOBILE BANK JAN․ 11, 2019 50,000+ 
HSBC Armenia NOV․ 4, 2019 10,000+ 
AEB Mobile JUN․ 13, 2020 50,000+ 
Artsakhbank Mobile JUL․ 30, 2020 10,000+ 
ACBA Digital SEP․ 13, 2020 100,000+ 

                                                             
1 https://www.evoca.am/hy/news/prizes/global-finance-2022/ 2 The table was compiled by the authors. 



 
 
 
 
  
ALTERNATIVE quarterly academic journal 

150 
 

In parallel with the banking sector, digital technologies have become popular in 
payment service organizations. In 2015, "IDRAM" LLC released its mobile application 
one year after the banking sector. Currently, 6 of the 12 payment service organizations 
registered in RA offer digital services and have a mobile application. 

The insurance sector, a part of the RA financial sector, also offers digital services. 
Two companies with a significant market share, "Ingo Armenia" CJSC and "RGS-
Armenia" ICJSC, were among the first to provide digital services by signing CMTPL 
contracts online. If in 2018, only 2% of the CMTPL contracts concluded in RA were 
drawn up online, then already in 2022 (as of December 31) - 24%1. Currently, such 
services as travel insurance, contract validation, or booking an appointment with a 
doctor are available online2. However, there is currently no insurance company in RA 
that offers a platform (for example, a mobile application) that will allow the user to 
control insurance packages, submit a claim for compensation if necessary (the author did 
not consider the "ASWA" application, because it is extremely limited and refers to a 
specific insurance case, that is, an accident registered with an agreed declaration, the 
amount of the expected damage compensation does not exceed AMD 100,000 (in RA 
regions) and AMD 200,000 (in Yerevan). 

Despite applying innovative solutions in the RA financial sector, it has yet to be 
able to meet business requirements. In particular, the vast majority of electronic payment 
systems that are widespread worldwide are not available in RA. Such systems make it 
possible to make money transfers within seconds and charge relatively small 
commissions (as opposed to traditional bank transfers, which can take 1 to 3 working 
days). For example, payment solutions systems that are used around the world, such as 
Stripe and Skrill (which are especially popular in the startup and technology sectors), 
Alipay, Amazon Pay, Adyan, Square, myPOS, TransferWise and other systems are not 
available in RA [Grigoryan et al., 2021, 83]. Nevertheless, the payment systems offered 
by two technological giants, GooglePay and ApplePay, became available in Armenia 
only at the end of 2022. As for PayPal, it is partially available in RA (citizens of RA can 
make payments but cannot accept transfers). All this creates additional complications for 
the RA technological sector because similar systems not only solve operational problems 
but also their availability in a specific country is used in several prestigious indexes and 
statistics, serving as a unique "branding" tool for a country. 

Great progress has been made in the adoption of digital technologies in the field of 
non-formal education as well. In particular, the Armat engineering laboratories network 
has contributed significantly to the technological sector. Its purpose is to develop 

                                                             
1 https://www.appa.am/index.php?al=appa_statistics 2 https://online.ingoarmenia.am/ 
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technical skills among the students of Armenia and Artsakh by using digital 
technologies, contributing to career orientation of a technical nature. Moreover, Armat is 
also exporting the educational model—namely, Georgia and India. According to the data 
for 2022, there are 626 Armat engineering laboratories in the territory of Armenia 
(including Artsakh), Georgia and India, where about 17,000 children receive free 
engineering education1. 

The following successful example in education is the TUMO creative technologies 
center (operation since 2011). It offers 14 programs designed to foster creativity among 
students and provide hands-on training in various sectors of the economy. Courses 
include animation development, game design, film production, robotics, 3D printing, 
artificial intelligence, etc. The center's activities range from virtual reality design to 
website development and programming. In addition to being an educational institution, 
the center is also considered a major employer (in many cases for its students). As of 
December 1, 2022, according to unofficial data, the center has about 400 employees. 
During its activity, TUMO has educated more than 60,000 students. 

Interestingly, the center is also engaged in the export of educational technologies. 
Currently, it is represented in 11 cities (4 in RA, 2 in France, and one center each in 
Lebanon, Russan Federation, Albania, Germany and Ukraine). Moreover, the center also 
has six mobile stations - TUMO Boxes across Armenia2. 

The agricultural sector should also be discussed when examining digitization 
processes in RA. It is one of the priority sectors of the RA economy, with a significant 
share of the GDP, where about a third of the total employees of the RA are employed. 
Moreover, in the last decade, the percentage of the sector's products in the total export of 
RA has almost tripled, from 2.8% to 7.7%. Nevertheless, we must emphasize that a high 
level of informal employment distinguishes the sector. In particular, if the total level of 
informal employment in RA was 35.2% in 2021, it was 95.6% in the agricultural sector, 
while the indicator in the non-agricultural sector was 18.1% [Avetisyan et al., 2022, 75]. 
This is a severe problem in terms of the spread of digital technologies. 

The next component of the RA economy, which has an insufficient level of 
digitization and needs to be given adequate attention, is the transportation sector. 
Remember that Armenia's Ministry of High-Tech Industry was created with having in 
background the former Ministry of Transportation and Communication. However, the 
digitalization of transportation and practical steps are not directly addressed in relevant 
strategies and legislative decisions. Until now, no unified digitization system has existed 
for passenger and cargo transportation in RA. Digital solutions are used in large volumes 

                                                             
1 https://web.archive.org/web/20220715191920/https://armath.am/hy/about 2 https://tumo.org/locations/  
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in the private sector, while public transport is not involved in similar solutions. Elect-
ronic payment systems still need to be introduced (the possibility of introducing a uni-
fied electronic payment system in Yerevan has been discussed in recent years, but there 
are no practical steps yet). The digitalization of transport enables the discovery of more 
efficient, reliable and cost-saving solutions. Similar technologies allow for tracking traf-
fic patterns and managing traffic flow. This helps reduce congestion, improve safety and 
reduce pollution. These three factors are essential for the overloaded Yerevan, the capital 
city. 

As we have discussed, there needs to be more interpretation of Web 3.0 in RA, 
which is based on blockchain technologies, at the state level. Only the Central Bank has 
regularly opposed cryptocurrencies based on blockchain technologies in RA. However, 
there are no developments for the application of the blockchain itself, even though simi-
lar technologies have been discussed in Armenian scientific circles since the middle of 
the last decade. 

Digitization is quite a complex process, not only providing digital services and 
solutions. As we mentioned, the scope of its spread refers to all spheres of the state, eco-
nomy, and society. Digitization in RA is primarily considered in ICT, public administ-
ration and partially in the financial sector. As for business, human capital development, 
education, construction, agriculture and other sectors, they are practically excluded from 
the digital concept. 

Table 3․ IT sector specialization in RA by services provided, %, 2018-2022 
 Proprietary 

Software Publishing 
Software development 
and related activities 

Data processing, distribution 
of information on the network 2019 0.14 87.08 12.78 

2020 0.71 86.20 13.10 
2021 0.68 90.41 8.91 
2022 0.86 93.10 6.04 

 

The digital economy in RA experienced rapid development starting in 2010, and 
since 2014, the field of information technologies and information services has registered 
super growth. During 2010-2022, it increased more than 14 times, from 20.9 billion 
drams ($54M) to 294 billion drams ($760M). However, it is also essential to analyze the 
specialization of the IT sector according to the services provided. We notice that the IT 
sector is mostly specialized in software development and outsourcing. It is mainly distin-
guished from international markets by relatively lower prices and, therefore, by genera-
ting less added value. Moreover, for example, the share of data processing and informa-
tion distribution, a sector that creates greater added value, has continuously decreased 
during 2018-2022, even though it has increased in absolute terms. As a result, the effect-
tiveness of the IT sector has decreased. We see that from 2018-2021 the productivity of 
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the RA IT sector by one employee has continuously declined. Only in 2022, it showed a 
positive move. Although the notable gap between telecommunications and IT sector 
productivity continues to exist. Many professionals move from the telecommunications 
sector to IT, a sector with relatively less productivity in RA. 

 Figure 3. Productivity of RA IT and Telecommunication sectors by one employee (until 
2019, no distinction was made between the number of employees in the IT and 

Telecommunication sector), 2019-2022 
The lack of data does not allow for a more detailed analysis, but it can become the 

subject of further investigations. 
Conclusions. Studying the experience of using and implementing digital technolo-

gies in RA, we can conclude that RA already has a developed digital management servi-
ces and tools infrastructure. Their development and improvement are continuous, which 
is the primary goal of the RA digitalization strategy. From the point of view of forming 
infrastructures, the second and third stages were quite significant. As for the first stage, 
2000-2010, the digitization processes were elementary. The fourth stage is a turning 
point because strategic foundations for digitization were formed only in this stage. How-
ever, analyzing the strategic and legislative foundations of digitalization and the deve-
lopment of digital technologies in RA, we conclude that the direction of its spread in RA 
mainly refers to the state sector and the development of digital infrastructures. As for the 
economy and society, there are only a few practical proposals here. Moreover, the strate-
gy aims to improve and develop the results of the previous stages. Meanwhile, it is ne-
cessary to form a unified approach to the latest technologies in the digital sphere, their 
adoption, implementation and development. In this case, RA loses its innovative poten-
tial, becoming a secondary producer, which we are witnessing in the form of outsourcing 
in the IT sector. 
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Digitization and digital technologies have become the driving force of the modern eco-
nomy. As in the economic and political world, here, too, states and societies are at dif-
ferent stages of development. All of them, including RA, started digitization processes 
from the infrastructure stage. Few have moved on to the other stages of development: 
automation and the smart economy. During the research, we analyzed the digitization 
strategy of RA and RA government policy from 2000-2022. Our research aims to visua-
lize the digitalization stages and its characteristics in RA. The country's digitalization 
strategy is a key document that is called to lead and regulate the digital environment and 
its development path. Having adopted the digital strategy, RA is trying to develop 
digital technologies and infrastructures without considering the next development steps. 
RA should pursue a state policy to interpret and apply technologies that have made or 
promise a great revolution in the IT sector. Also, RA should implement decentralization 
by expanding the directions and areas of application of digital technologies. 
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Introduction. Franchising is a relatively new, but promising economic model in 
the agri-food system. Despite the fact that there are different opinions about franchising 
in the professional circles, in post-war Artsakh, this approach can be a stimulus for the 
reactivation of the agro-processing branch and significantly contribute to the increase of 
self-employment in the agricultural branch and the introduction of a more flexible 
culture of doing business. The availability of ready-made business models in the agro-
processing segment significantly reduces entrepreneurial risks and mitigates the lack of 
business experience. Being guided by such a toolkit, along with revitalizing micro-
entrepreneurship, will also have a positive effect on increasing the level of business 
literacy in the agrarian sector1։ 

Methodology. The purpose of the article is to study the features of franchising 
model application in the agri-food sector the Republic of Artsakh. 

The purpose of the research is: 
1. To study the peculiarities of franchising business in the modern market and the 

actual possibilities of their application in the SME (Small and Medium Enterprises) 
branches of the Republic of Artsakh 

2. To contribute to increasing the competitiveness of agro-processed products in 
the Republic of Artsakh through the tools of franchising business 

Literature review. As in the agri-food system, as well as in many sectors of the 
economy, franchising is one of the tools for increasing the efficiency of small and 
medium-sized businesses. It provides an opportunity to combine the advantages of small 
and large businesses, as such businesses become more competitive by acquiring 

                                                             
1 Technische Universität München (TUM)-The Economics of Agro-Food Value Chains   
https://www.coursera.org/learn/valuechains 
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advanced technology and support on a franchise basis. The long-term practice of fran-
chising in developed countries convincingly proved its undeniable practical effective-
ness1. For businesses, it is a way of promoting a business, and for entrepreneurs, it is a 
way of owning a business. 

Scientific novelty. Taking into account the peculiarities of the economy of the 
Republic of Artsakh, microfranchising can become an effective tool in the development 
of small entrepreneurship, in particular, through the investment of successful businesses 
in the regions. This will provide both economic and social benefits in terms of reducing 
poverty, reducing unemployment and solving other social problems. Moreover, it is very 
important to include international and non-governmental organizations in this project if 
possible. 

It is recommended to introduce a program of providing additional payment for 
produced agricultural products in the Republic of Artsakh in order to create factors that 
are an incentive for producers and processors in the field of agriculture in Artsakh. This 
will lead to an increase in the volume of agricultural products (vegetables, meat, milk, 
etc.), providing state support to producers and processors, eliminating unreasonable 
price fluctuations in the market for processed products, and increasing the level of food 
self-sufficiency in the country. 

We propose to provide the planned surcharge only to processors operating in the 
territory of the Republic of Artsakh, exclusively for the products procured by producers 
in Artsakh, which will contribute to the increase of price competitiveness in the local 
and foreign markets. 

The above-mentioned model will also be a great stimulus for the development of 
franchising in the agri-food sector of the Republic of Artsakh. 

Analysis. Studying the potential of the economy of the Republic of Artsakh, one 
can confidently emphasize the agro-processing branch. Agro-processed products are 
considered not only as one of the sectors enjoying constant stable demand, but also have 
actual comparability in terms of establishing a processing economy through SMEs. 

Enterprises operating in the agri-food sector always expect state support, but find 
it difficult to justify what kind of support mechanisms should be in place. 

The role of small and medium-sized businesses is more realistic when considering 
the development prospects of the sector. Regardless of the degree of economic impact of 
an SME, it is very important that the given SME has sufficient resources, both in terms 

                                                             
1 University of Colorado Boulder - International Business Venturing Abroad -  
https://www.coursera.org/learn/international-business-venturing-abroad 



 
 
 
 
  
ALTERNATIVE quarterly academic journal 

157 
 

of financial and technological saturation. Resource insufficiency in the agro-processing 
industry leads to a decrease in the competitiveness of the output. 

The lack of professional branding has a significant impact on the competitiveness 
of agro-processing enterprises operating in the Artsakh market. Branding represents the 
company's reflection in the market. Proper planning and execution of branding for every 
business has a serious impact in terms of success and failure in the market. Targeted 
branding enables tangible differentiation from competitors, but at the same time it is 
imperative that the firm and the products offered by it meet the expectations that are 
offered/presented in the market through branding. Therefore, it is vitally important to 
create a high image of products made in Artsakh in both local and foreign markets in 
order to gain a real competitive advantage. 

Most of the local agro-processing enterprises do not meet the standards required in 
Western countries due to their quality characteristics, and the hyper-competitive 
environment in these markets does not provide a realistic opportunity to ensure conti-
nuous exports. Therefore, due to quantitative and qualitative problems, the markets of 
Western countries are currently considered inaccessible. Providing low-interest business 
loans and leasing is one of the ways to promote the creation of agro-processing organi-
zations and provide a real opportunity for technical re-equipment, expansion, and high-
tech application of those already operating in the sector. 

Based on the delicacy of the above-mentioned problems in the field of agro-pro-
cessing and taking into account the riskiness caused by the military-political situation in 
Artsakh and the resulting limitation of credit resources, it is necessary to develop such a 
mechanism that will enable to ensure realistic cooperation between the state, the private 
sector and credit organizations, and franchising can be one of these mechanisms. 

Franchising provides wide opportunities for development, integration of large, me-
dium and small businesses, promotion of domestic product manufacturers in the inter-
national market, creation of an additional product quality control system, creation of new 
jobs. 

The attractiveness of franchising lies in the presence of indisputable advantages 
for partners. For individual entrepreneurs and small businesses, it provides an opportu-
nity to get a stable profitable business opportunity, and for well-known firms and com-
panies to expand and strengthen their positions in the market.  

Currently, the development of Armenian entrepreneurship, first of all, the develop-
ment of small and medium-sized businesses is especially complicated due to commercial 
risks. Implementation of modern business projects requires entrepreneurs to have a wide 
range of knowledge in marketing, advertising, management, accounting and other areas. 
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Organization of a business on the basis of franchising significantly reduces business 
risks, because in this case there is use of already developed and proven business. 

Based on the nuances of organizations operating with a franchise model, it is 
highly desirable to have separate but complementary marketing policies for the B2C and 
B2B segments1. 

In the B2B segment, large networks play a key role in the volumes and indicators 
of product sales. The influence of the network dominance formed in the current market 
is present both in domestic and foreign markets. Despite the fact that there is a strong 
demand for agri-food products everywhere, large and super-large producers are mostly 
successful in this field, causing serious difficulties for small-scale producers. 

Based on the above nuances, it is desirable to present Artsakh products under one 
universal brand, with a franchise model. Consolidation of the power of small manufac-
turers under one brand will significantly increase the level of trust on the one hand, and 
on the other hand will strengthen the negotiating positions of local manufacturers in B2B 
relations.  

In order to protect the idea of umbrella marketing in the agro-processing segment 
from possible failures, it is vitally important that one of the main prerequisites for appea-
ring under a universal brand is the introduction of technological and production stan-
dards [Harutyunyan, Baghryan, 2022, p.74]. Such an approach will prevent the participation 
of unscrupulous economic operators and significantly increase the competitiveness of 
local production. 

The experience of Western countries also shows that the level of economic 
development is also determined by the integration of small and large firms, which are 
the most important elements of the economy of Western countries. It is noteworthy that 
large and small businesses are strongly polarized in the Republic of Artsakh. The 
country lacks an effective medium-sized business, while it is very important for the 
medium-sized business itself to act as a link between large and small businesses. 

Conclusion. In entrepreneurial practice, both in the agricultural sector and in va-
rious fields, products with a value advantage often presented to the market by potential 
entrepreneurs do not provide the desired results due to insufficient knowledge about en-
trepreneurship. This nuance is very often the reason for the failure of many business 
ideas and SMEs in the development phase. Therefore, we can state that the use of fran-
chising will make it possible to significantly increase the level of business management, 
notably reducing the financial resources spent on business processes. It is also important 
to emphasize that additional opportunities are created for the franchisee and it is easier to 

                                                             1 Hubspot Academy-Inbound Sales Course- https://academy.hubspot.com/courses/inbound-sales 
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get credit from financial organizations, because the presence of a franchisee minimizes 
the credit risk. 

Thus, the development of the franchising sector, in turn, will contribute to the 
promotion of investments in the Republic of Artsakh and the improvement of the agri-
food system. 
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 Franchising is considered an integral part of modern business practice. In the food in-
dustry, this is considered a relatively new but well-established business model. The agri-
food sector in the Republic of Artsakh is in the stage of development, but there is still 
much to be done in systemic terms. From the point of view of state and private sector 
cooperation, a way to solve the issue could be to introduce micro and small entrepre-
neurs with limited opportunities under a universal brand. The use of umbrella branding 
in the field of agro-processing can be an incentive in terms of additional activation of 
the given branch in the Republic of Artsakh and the formation of a new business culture. 
In this situation, it is advisable to use the tools of informal economic diplomacy, and to 
be guided by the logic of the Switching Costs model in the private sector. 
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Introduction. Contemporary economics cannot be utilized and practiced without 

communication, without developing proper skills in speech and the right wording. 
Human activity has two main types: substantive and verbal. The experience accumulated 
by subject activity is transferred from generation to generation and in space through 
verbal activity-communication. Social sciences are completely built on the basis of 
verbal communication. Education communicates itself. All branches of science develop 
as communication. Business relations and politics are communicative in nature. That is 
the reason that both natural and social sciences develop with the direct participation of 
speech activity, and a number of social sciences directly depend on the peculiarities of 
speech and communication. 

Methodology. The analysis in the article was made on the basis of many judge-
ments, conclusions and studies of modern theoreticians of public administration and ex-
perienced professionals, according to experts speech is the main means of managing the 
joint life and activities of people. Various methods of public management, efficiency 
calculations, technical tools of control, economic measures of work promotion not only 
do not eliminate the role of oral speech, but also significantly inferior to the stimulating 
effect of speech. As the comparative analysis of various management systems shows, the 
most effective are those organizations whose leaders know the stimulating power of hu-
man speech and are able to use it skillfully. 

Literature review. In this article, we have referred to speech management, i.e. 
business communication. It examines the culture and organizational rules of organiza-
tions and corporations. It considers the role and function of typical corporations in socie-
ty and their structures as a functional unit. Business communication examines the ways 
in which members of an organization communicate with each other, how an organization 
communicates with its customers and the public, and how organizations communicate 
with each other globally. In this sense, business communication acts as a bridge between 
interpersonal and mass communication. We refer to the following authors and their 
works: V. Mirzoyan, Artifice Gerard Nirenberg., Genius of negotiations, Zaretskaya Е., 
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Rhetorics. Theory and practice of speech communication, Snell F., Business art, Taylor 
F.U., Principles of scientific management, Ciceron., Three treatises on oratory art. 

Scientific novelty. The scientific novelty of the article lies in the fact that now this 
topic is becoming relevant for almost all organizations, employees and managers, and 
the necessity of this article will also be important for them to be able to study and under-
stand what are the important skills of speech management. 

Analysis. Currently, there are a number of models of economic systems in the 
world, the choice of which depends on the communication and management capabilities 
of the given state, the level of influence of human potential. The difference between the 
models is determined by the degree and form of the state's involvement in the economy 
and economic processes, and one of these models is the skill of speech management. 

Either the state turns into a passive actor, engaging only in fiscal activities or, in 
other words, tax collection, or it is also involved in active and passive processes of 
business activity, replenishing the state treasury with income from dividends, and here it 
is definitely necessary to master in order to carry out profitable negotiations speech 
control skills. In the case of the active version of involvement, the state manages the gi-
ven business, in the passive version, it does not manage it. A speech is influential if it is 
understandable and convincing, if the thoughts are connected to each other, the con-
clusions are proven and argued, the process of reasoning is regular and uncontradictory, 
the speech is able to influence people if the speech meets the requirements of logical 
thinking. One of the conditions for speech influence is the correct choice of style. In the 
field of management, great attention is paid to the use of the appropriate style in 
relations with subordinates, during business conversations, negotiations, and discussions.  

A correctly chosen style in both classical and modern speech management is eva-
luated as a crucial prerequisite for ensuring the appropriateness of the main requirement 
of the speech. The ability to speak clearly, persuasively, and pleasantly is within every-
one's reach, making it a powerful way to control one's own speech and to control others. 
Let's remember the winged speech of Cicero. "Poets are born, they become eloquent". 

Cicero said this to Demosthenes, to show what obstacles of a material nature may 
be overcome by one who really desires to master the art of speech. Demosthenes himself 
is the best example of how diligently one should prepare for public speaking. And if he 
was preparing before every speech, then no one has the right to despise the preparatory 
work. to be seduced by an impromptu speech, to be seduced by the immediate reactions 
of a successful speech or two. So, let it not seem strange that Cicero, one of the greatest 
masters of sounding speech, exhorts us: "The pen is my best and unsurpassed teacher 
and mentor in poetry" [Tsitseron., 1972, 103]. Speech, as a means of management, also 
shows the manager's attitude towards the managed. This circumstance is often for-
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gotten. Meanwhile, the nature of human speech already contains elements of mutual atti-
tude. "Whatever you're talking about with the other person, you're communicating your 
attitude whether you like it or not. And if it is an experienced listener, an observant 
personality, then your exposure is inevitable". [Zaretskaya, 2002, 12] 

Understanding verbal communication in management functions is characteristic of 
F. Taylor: "First of all, it is desirable that the conversations of the bosses with the wor-
kers should be at the level of the latter in an appropriate tone. Every worker should be 
encouraged to discuss with the supervisor all the difficulties he is facing in or outside the 
factory. People would rather listen to a decathlete's speech (especially if there is a tinge 
of human emotion in the remark) than see them go by day after day without uttering a 
word and paying less attention than to the parts of a machine". [Taylor, 1991, 71] 

Management specialists consider question and answer skills, the art of managing               
people through questions, as one of the important components of a leader's mastery of 
speech, the founder of which, as is known, was Socrates, one of the greatest connois-
seurs of speech. If he had written a book 2,500 years ago about controlling the behavior 
of others through questions, he might have said something like the famous American 
theorist Gerald Nirenberg in his book The Genius of Negotiation: "A question predeter-
mines the further course of a conversation, argument, or negotiation... by using questions 
correctly, one can easily control the opponent's attention, maintain his interest in the 
subject, and direct the course of the discussion in the desired direction.  

Very often, through questions, it is possible to lead the opponent to the necessary 
conclusion" [Nirenberg, 2009, 149]. 

Following the tradition of classical speech, let's introduce a piece of advice related 
to pronunciation. "Your voice is your greatest asset, develop it.  

Everything, your voice, mannerisms, appearance, everything should work in your 
favor. As soon as you appear in front of the audience, you must understand that I have 
something to tell you, and it is worth listening to. I will present it to you clearly, simply, 
directly, listen carefully, you will not waste your time" [Snell, 1990, 11]. 

In management circles, many managers find that the most effective verbal com-
munication style with their subordinates is the imperative, directive, unconditional wor-
ding style. Meanwhile, logically based verbal communication is not only more under-
standable and persuasive, but also more effective and effective as a stimulus for activity 
than outwardly sometimes seemingly irrevocable, but unfounded command or only 
emotional basis (again unfounded) exhortation or persuasion.  

Of course, commanding is an easy task, persuasion is a little difficult, and justify-
cation already requires some mental effort from the manager. The point is that an 
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unfounded order is mostly a manifestation of the superior's will (desire, dissatisfaction, 
demandingness, etc.), and persuasion (if it is not anchored on logical grounds) is mostly 
an expression of emotions (promise, favor, etc.), there must be logic in the reasoning. 

Persuasion is one of the functions of communication. How do we make sure? We 
need to be convinced in order to make a decision about the goodness, importance, novel-
ty of new ideas. We need to make sure the new information is accurate and appropriate.  

As long as we exist in the social system, our attitude towards any new thing will 
be reflected through our social experience, that is, it will depend on our social expe-
rience, on what we have learned from our society in the past. Our beliefs and values are 
determined by our experiences. 

Speaking persuasively is the most demanding part of the speech challenges. 
There cannot be any class of laws that can guarantee the success of the speaker or 

the influence of his speech. The principles of potentially successful persuasion can be di-
vided into two groups, that is, "what" to say (that is, relating to the speech, its content) 
and "how" to say (referring to the form of presentation: the way the speech is organized, 
the behavior of the speaker, his personal opinion and beliefs) [Mirzoyan, 2006, 65]. 

The first principle concerns the purpose of a good, persuasive speech. It is also 
called assertion. The speaker must be aware of what he wants the audience or listener to 
believe or do. Thus, any saying must be formulated in a certain way. But before making 
a final decision about the wording of the purpose of the speech, the following axioms 
should be considered: the farther the focus is from the emotions of the listeners, the less 
likely it is to achieve the goal. The greater the difficulty for the listener the less likely is 
the chance of success. The more self-centered the listener is, the less chance the speaker 
has of succeeding. 

The second principle concerns trust. Persuasion is more likely when the audience 
likes, believes and trusts the speaker. The third principle is hidden in justification. Per-
suasion can be achieved by showing the audience logical reasons for their support, since 
human beings are rational. 

Conclusion. Most people fulfill the requirements of logical thinking by relying on 
experience, habit, and abilities acquired through everyday communication. The same 
experience tells people when the requirements and rules of logic are violated. People, no 
matter how seemingly indifferent and even careless to the logical justification of the lea-
der's words, are actually quite strict, they record even the smallest slip. Therefore, mana-
ging people effectively means first of all managing one's own speech, knowing the re-
quirements of logic and acting according to them. 
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To achieve mastery of speech, one should not limit oneself to the listed tips. 
Whoever wants to really improve his skill, to be able to control people with his words, 
should familiarize himself with the works of cited authorities and regularly published 
literature. There will always be leaders, political tools, just geniuses, whose words can 
be imitated. And the most important thing is to apply what you have read and seen du-
ring daily verbal communication, after all, eloquence is not only knowledge, but also a 
skill, an art that can be fully mastered by anyone who is aware of the role of speech and 
wants to use it in the effective and harmonious work of people for organization. 
References: 
1. Mirzoyan V., Chartasanutyun E.: 2006, 458 pages 
2.  Gerard Nirenberg., Genius of negotiations, M.: 2009, 512 pages 
3. Zaretskaya E., Rhetoric: Theory and practice of speech communication. 4th ed. M.: 
Delo 2002, 480 pages 
4.  Snell F., The art of business communication., M.: Knowledge 1990, 368 pages 
5.  Taylor F., Principles of scientific management. Issue. 1, M.: 1991, 104 pages 
6. Cicero., Three treatises on oratory. Edited by M.L. Gasparova., Moscow, Nauka 
Publishing House 1972, 475 pages 
 
Roza AVAGYAN, Gayane SARGSYAN, Armenuhi ABRAHAMYAN 
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 The article presents speech management skills and the importance of their correct 
presentation. The ability to manage speech helps to achieve success. Therefore, it is 
necessary to treat speech with great responsibility and create situations that provide a 
lively, lively conversation, which will ensure activity and interest. In order to control the 
behavior of others through speech, the speaker must first organize his own speech. First 
of all, it implies providing a logical development of what is being said. You need to start 
with something, communicate something (tell, justify, instruct, refute) and end with 
something. People working together is impossible without verbal communication. In 
order to agree on their actions, to perform the functions of the organization, to give any 
assignment, to report on the completed assignment, to solve various other problems, 
people always need to say and listen to each other. This is even more true for the leader. 
No matter how much the technical means of activity and communication develop and 
become complicated, in the end people manage, they manage people. Nothing can rep-
lace living human speech, the stimulating role of that speech in the regulation of a per-
son's behavior, provided, of course, that the speech is used properly. 
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Introduction.  The main feature of financial and banking marketing is that along 

with the number of customers on the way to attract, there must be quality customers. 
Commercial banks are constantly faced with choices in implementing marketing policies 
and tools. This is why the role of strategic marketing and marketing researchers in mar-
keting teams is vital. The ultimate goal of each financial institution is to provide maxi-
mum profit with minimal costs per 1 customer 1. Therefore, every marketing model 
should be based on a sequence of steps that promote loyalty. 

One of the successful examples of international banking marketing is the applica-
tion of the "bank for life" toolkit. It is a unique loyalty-oriented product that involves 
building and managing customer relationships throughout the customer's lifetime. This 
service assumes that the bank will be the customer's main financial partner in various life 
situations: marriage, purchase of a new car, birth of a child, health expenses, starting a 
business, etc. 

Methodology. The purpose of the article is to study the features of international 
marketing models in the financial and banking sector. 

The purpose of the research is: 
1. To study the peculiarities of modern international marketing models, trends and 

the actual possibilities of their application in the financial market. 
2. To compare and evaluate the realism of marketing models in terms of 

overcoming the challenges faced in today's financial market. 
Literature review. From the point of view of increasing the marketing strategy in 

the financial market, it is extremely important to understand the factors that have a key 
impact on the success of marketing policies in the banking sector in the form of relevant 
studies and analyses. 

                                                             1 Yale University - Financial markets- https://www.coursera.org/learn/financial-markets-global 



 
 
 
 
  
ALTERNATIVE quarterly academic journal 

166 
 

Considering the constant changes in the current market, marketing trends and 
peculiarities of the banking sector, the approaches offered by Hubspot Academy, which 
are based on both scientific basis and actual marketing trends, deserve attention. 

Scientific novelty. In order to increase the effectiveness of marketing policy in 
commercial banks, it is desirable that special attention be paid to bank marketing and de-
velopment strategy at the level of the management board. Meanwhile, very often the 
main functions of the management board are mostly based on the financial and econo-
mic direction. When studying the peculiarities of marketing models in the financial and 
banking sector, the factor of Buyer barriers is of key importance. This model represents 
the nuances and obstacles due to which potential customers do not use the services of the 
given financial structure and prefer to use the services provided by competing financial 
organizations. Such an approach will allow a more detailed understanding of the target 
market on the one hand, and possible marketing failures on the other hand. 

Analysis. From the point of view of increasing the effectiveness of the marketing 
policy of financial organizations, it is extremely important to use the RevOps (Revenue 
Operations) model, which provides an opportunity to simultaneously coordinate and en-
sure cooperation between service and marketing departments from one center 1. Thanks 
to this approach, it is possible to evaluate not only the effectiveness of the indicators ref-
lected as a result of quantitative and qualitative analysis, but also to get a full under-
standing of the factors and nuances that have not been analyzed. Undisclosed nuances 
are not reflected in marketing reports, but by their very nature have a significant impact 
on the performance of marketing policies. The RevOps model also allows you to identify 
the realism of the applied marketing models and tactics in the actual market, because 
very often the marketing strategies developed at a professional level do not provide the 
desired results due to the lack of alignment with the nuances of the market and business 
processes. 

Due to the peculiarities of the financial market, it is highly desirable to use the 
RevOps marketing model in commercial banks, which aims to study the potential of 
attracting additional new customers and generating income, maximizing the bank's pro-
fitability. In order to get to know the possible internal and external problems in bank 
marketing in more detail and to respond properly, it is desirable to take into account the 
views presented by the service and lower level employees. 

 One of the ways to evaluate the actual state of service provision and service level 
in the financial banking sector, continuous improvement and identification of existing 
shortcomings is the application of the secret shopper model, which is both a type of 
internal control and the most used approach of marketing intelligence for the purpose of 

                                                             
1Hubspot Academy - Revenue Operations Certification -
https://academy.hubspot.com/courses/revenue-operations?library=true& 
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performing competitive comparative analysis. This approach makes it possible to identi-
fy the strengths and weaknesses of both competitors and own organization, including the 
level of responsibility and preparedness of employees. To assess the flexibility of emplo-
yees in various situations, monitoring in the form of a secret client often includes the 
creation of non-standard situations along with ongoing inspections. This form of control 
involves not only punishing incompetent employees, but also encouraging the best ones. 

 In today's financial marketing, the existence of a competent advertising policy is 
of strategic importance, where financial and banking organizations mainly pursue the 
following goals through advertising campaigns. 

 Raising awareness of the financial and non-financial products offered by the 
financial institution in the target market 

 Presentation of the value advantage of the target segments 
 Regular reminder and increased visibility of the services provided 
 Attracting the attention of potential customers and influencing customer beha-

vior in favor of the bank. 
Due to the trends in the modern market, the types and forms of advertising are 

constantly increasing, but one of the problems of every advertising policy is the smooth 
provision of the return of marketing investments. Despite the fact that there are many 
approaches and points of view on advertising policy in practice, the involvement of fo-
cus groups in the development of advertising campaigns provides the highest utility so 
far. The focus group's usefulness is significantly influenced by the group members' ob-
jectivity, sufficient awareness, and professional experience in the given field. In practice, 
when focus group participants have different points of view, visible and undisclosed 
shortcomings, ways to further improve the offered products, etc. are discovered during 
the discussions. Thanks to digitization, the involvement of focus group members can al-
so be carried out remotely. 

 The reputation of a commercial bank has a significant impact on the competi-
tiveness and market position of a financial organization. Based on all that, regardless of 
the applied PR technologies, the application of "intensive monitoring" or its absence in 
the information and communication policy is of considerable importance. 

In the process of customer relationship management policy, the bank has the fol-
lowing ways to organize communications and disseminating information: own, earned 
and paid. 

Owned and paid ways include the bank's PR policy, information distributed by the 
bank's employees, the bank's website, SMM, mobile/online banking, advertising cam-
paigns and everything that is owned and controlled by the relevant employees of the 
bank. 
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The media, customers, bloggers, opinion leaders, experts who disseminate infor-
mation and express their opinion about the bank are considered under earned ways. The 
importance of earned ways is extremely important, because the trust of customers and 
potential customers in earned ways is higher, given the fact that own and paid ways of 
information distribution are viewed from the customer's point of view as nothing more 
than advertising. Those who manage the earned ways can often indirectly have a serious 
impact on the reputation of the bank, as well as on the behavior of potential and current 
customers. The bank's communication policy officers should always keep the informa-
tion disseminated in the bank's earned ways in the center of attention, because these 
ways are not controlled by the bank, so it is extremely important to maintain friendly re-
lations with the relevant stakeholders. 

Regardless of the circumstances, by what methods the communication policy 
between potential and current customers and the bank will be organized, it is extremely 
important that the bank pays attention to the factor of user generated content, which 
represents the bank's reputation in the market and the actual attitude of customers 
towards banking services and views. 

 Based on the activity of financial banking organizations, despite the fact that 
from the point of view of both legal and economic normative and bank management, 
clear risk management policies are introduced, but the risks related to marketing are no 
less important. Based on the variety of marketing risks, it is purposeful to implement 
risk-management with statistical, expert and scenario methods. 

The essence of the statistical method is to provide actual numerically expressed 
data at a specific point in time. The statistical method gives an opportunity to understand 
which of the total risks occur most often and which of them show increasing or decrea-
sing trends. 

The expert method is the risks that have received the attention of the relevant 
specialists, as well as the level of their impact in this or that project. This model should 
provide information about all the possible risks that can affect the success of the 
projects. When choosing that approach, the level of awareness, preparedness and ob-
jectivity of the relevant professionals is very important. The expert method provides an 
opportunity to develop in detail the solutions of existing and possible problems and to 
understand the preventive directions. 

The scenario method is designed to find out the firm's actions in different possible 
adverse situations. In order to increase the effectiveness of the risk management policy, 
statistical, expert and scenario methods can be fully applied. 

 In the practice of modern business and banking management, four approaches are 
distinguished, with the help of which the development policy is implemented. They are: 
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Preventive. Preventive policy, in which the bank management significantly redu-
ces staff training, marketing, branding costs aimed at the development strategy, and the 
bank switches to a passive defensive policy. In case of choosing such a policy, the bank 
is faced with the task of reducing the costs as much as possible at the operative, tactical 
and strategic levels, trying to implement the development policy with a very limited bud-
get. However, practice has proven that such approaches mainly lead to the weakening of 
the bank's market position, intensification of personnel outflow, decrease in sales 
volume, reduction in the number of clients, etc. The transition from protectionist policies 
to other policies requires additional financial resources from the bank management, as 
well as tremendous work in order to be sufficiently positioned in the market. 

Promotive. In the case of a promotive policy, the bank over-activates the marke-
ting policy, comes up with new banking products, discount packages, advertising cam-
paigns, using all the ways and tools to increase the bank's visibility and create demand 
for the offered products and increase the existing demand. 

Promotive policies are generally justified in the short term, in which case there 
should be a specific goal to ensure an increase in market position. It is important to note 
that the main goals of this policy are often not to increase the firm's profitability in the 
short term, but to strengthen the bank's market position and gain competitive advantages 
among customers. With a given policy, there is often a need to rebrand and revise the 
service policy. Promotive policy, despite its positive aspects, also has the following dis-
advantages: it requires large financial costs, enormous overwork and often partially pro-
vides KPI performance, although it is of key importance for each bank to resort to this 
policy from time to time. 

Pragmatic. In the case of pragmatic policies, bank management strives to ensure 
rationality between the funds spent and the results obtained, and calculated policies re-
quire strict budgeting and planning. The pragmatic policy is aimed from the point of 
view of effective control over the development policy, but this policy does not contribute 
to a rapid response to changes in the market and in the external environment. 

Progressive. In the case of policies that ensure progress, bank management defines 
policies that promote the sustainable development of the bank, but in this case, unex-
pected events always appear. Therefore, it is advisable for the bank's management to set 
specific goals and set clear deadlines for achieving the set goals. It is extremely impor-
tant that the goals set for the bank are realistic and as manageable as possible. Taking in-
to account the nuances of the financial market, it is desirable that the policy providing 
progress be implemented on a long-term basis through strategic planning. 

Conclusion. In terms of increasing the effectiveness of strategic marketing in the 
financial and banking sector, it is very necessary to carry out qualitative studies along 
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with numerical studies in marketing research. This approach is justified by the fact that 
"Mix" analyzes contribute both to the identification of causal factors and to obtaining 
factual information about the market situation. 

Thus, in the financial and banking sector, it is important to be guided by the prin-
ciple that it is unrealistic to ensure 100% compliance with the developed marketing poli-
cy and the implementation of that policy in the market. However, it is compulsory that 
the marketing strategy is as applicable as possible to the situation created in the financial 
market. 
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 The main goals and essential features of financial and banking marketing were presented 
in the article. A detailed reference was made to the introduction of models that are most 
applicable in international practice and promote banking competitiveness. The need to 
involve focus groups during the implementation of marketing research was emphasized. 
Based on the peculiarities of banking marketing, the expediency of making certain chan-
ges in the risk management policy was justified. Based on the situation in the financial 
market and in order to neutralize the existing challenges, four development policy app-
roaches were proposed. Two scientific novelties were presented in the performed work. 
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Introduction․ The real estate and mortgage markets are considered to be one of 

the driving forces behind the economy of every country. There is a close relationship 
between these markets and with other sectors of the economy, as well as with the 
financial system,. The development of the real estate market leads to an increase in the 
volume of construction, sale and purchase, rental transactions, and the development of the 
mortgage lending market also leads to the development of the financial system, because 
mortgage lending models are widely used, they involve the expansion and growth of the 
infrastructure of financial markets.  

Literature review. The mortgage lending market is a segment of the financial 
market in which real estate is collateralized by redistributed borrowed capital [Razumova, 
2009, p. 53].  The real estate market is an extremely important economic player. Real es-
tate, in addition to meeting one of the most important needs of society, is one of the main 
"stores" of wealth in the economy. The real estate market is a combination of such sys-
tems, through which property rights and other rights to real estate are transferred, which 
are regulated by such market mechanisms as price, supply, demand, competitive condi-
tions [Ozerov, 2007, 64]. 

Methodology. The scientific basis of the study was the scientific works and analy-
zes of Armenian and foreign experts in the real estate and mortgage lending markets, and 
the information basis was the reports of the Central Bank of the Republic of Armenia, 
statistical data and analyzes of the real estate markets of the RA Cadastre Committee. On 
the basis of correlation-regression analysis, econometric relationships between the real 
estate and mortgage lending markets were revealed. The analysis was carried out using 
programs on the site "https://math.semestr.ru" and the tool "Analysis MS Excel". 

Scientific novelty. The article provides a systematic analysis of the mortgage 
lending and real estate markets of the Republic of Armenia. As a result of applying eco-
nomic and mathematical models, a significant impact of interest rates on mortgage len-
ding and the average market price of 1 square meter in Yerevan on the volume of the 
mortgage lending market was revealed. 

Analysis․ In 2021, 23.3 thousand transactions were made in the real estate market 
of the Republic of Armenia, the percentage distribution of which by the city of Yerevan 
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and the regions of the Republic of Armenia is shown in Figure 1 (most transactions were 
made in Yerevan, the least in Vayots Dzor region). 

 Figure 1. The share of transactions made in real estate market by region, 2021 (%)  
The dynamics of transactions of general pledge and mortgage pledges carried out 

in the real estate market of Armenia, and their percentage are presented in Figure 2. 

 Figure 2. General pledge and mortgage pledge transactions carried out in the real estate 
market of the Republic of Armenia in 2010-2021 [4] 

Figure 2 shows that the dynamics of general and mortgage mortgage transactions 
is unstable, the ratio of the latter increased by 3.6 p.p. compared to the previous year. The 
structure of collateral mortgage transactions by regions of the Republic of Armenia is 
shown in Figure 3 as most of the mortgage transactions (64.8%) were carried out in the 
city of Yerevan, and 10.3% - in the Kotayk region, which is due to the proximity of this 
region to the city of Yerevan and the development of the Tsaghkadzor community in re-
cent years. 
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 Figure 3. 2021 Structure of pledged mortgage transactions by RA regions (%) [3, p. 68] 
Mortgage lending as a financial instrument was introduced in Armenia by the 

Decree of the Government of the Republic of Armenia in 2004. Currently, mortgage loans 
in the Republic of Armenia are provided by 17 commercial organizations and more than a 
dozen credit organizations. Mortgage loans are provided in AMD and foreign currency to 
residents and non-residents. Now let's present the average interest rates on mortgage loans 
in AMD and foreign currency in the Republic of Armenia (Figure 4). 

 Figure 4. Average interest rates on mortgage loans issued to individuals in the Republic 
of Armenia in 2012-2021 (%) [5] 

Interest rates on mortgage loans in the Republic of Armenia have been constantly 
decreasing in recent years, but in 2021, compared to the previous year, the average inte-
rest rates increased by 10.2%, but this circumstance is associated with an increase in ave-
rage interest rates on mortgage loans provided in foreign countries. currency (0.2 percen-
tage points), while the average interest rates on mortgage loans issued in AMD decreased 
(0.05 percentage points). To identify the economic and mathematical relationships bet-
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ween the indicators of the mortgage lending and real estate markets of Armenia, a 
regression analysis was carried out and the following system of indicators was chosen: 

y- resulting variable: mortgage loans (logarithmic); 
 ૚-independent variable: mortgage amount logarithmized by previous lag (t-1)ܠ
 ૛ -independent variable: average mortgage interest rateܠ
 ૜ିindependent variable: average market price per 1 square meter in the city ofܠ

Yerevan (logarithmic). 
The initial data for regression analysis are presented in Appendix 1. As a result of 

calculations, the correlation coefficients between the variables are presented in Table 1. 
Table 1. Correlation Coefficients for Regression Analysis 

Variables Correlation coefficient Comment 
y և ࢞૚ 0,997 The connection is direct and very strong. 
y և ࢞૛ -0,862 The relationship is strong and reciprocal 
y և ࢞૜ 0,944 The connection is direct and very strong. 
࢞૚ և ࢞૛ -0,848 The relationship is strong and reciprocal 
࢞૚ և ࢞૜ 0,936 The connection is direct and very strong. 
࢞૛և ࢞૜ 0,838 The connection is direct and strong 

Descriptive statistics of regression analysis indicators are presented in Table. 2. 
Table 2. Descriptive statistics of regression analysis results 

Index Y ܠ૚ ܠ૛ ܠ૜ 
average cost 839,4049 837,3888497 11,42410 247,1311 

standard error 3,2802 3,181876047 0,1695 0,8661 
Median 831,7709883 831,5381945 12 243,8700 

Standard deviation 20,4849 19,87080954 1,0586 5,4088 
Asymmetry 0,6782 0,614719109 -0,1287 0,7828 

Interval 75,5372 74,10146703 2,87 17,31206 
Minimum: 808,1627 805,0712851 10,03 240,6199 
Maximum 883,7 879,1727522 12,9 257,932 

Number of observations 39 39 39 39 
As a result of the calculations, the following equation of multiple regression of a 

linear dependence was obtained: 
ܻ = 14,328 + ଵݔ0,917 − ଶݔ0,913 +  ଷ        (1)ݔ0,275

The weighting effects of regression coefficients in the regression equation are as follows: 
1. ܽଵ = 0,917, this is the coefficient of the previous lag, 
2. ܽଶ = −0,913, which means that an increase in interest rate on mortgage 

loans by 1% leads to an increase in mortgage loans by 0.913%, 
3. ܽଷ = 0,275, which means 1 m2 of real estate in Yerevan An increase in 

the meter by 1% leads to an increase in the mortgage loan by 0.275%. 
First, we need to calculate the average approximation error using the following 

formula: 
ܣ = ∑∈௒

௡ ∗ 100% = 0,11%      (2) 
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The variance estimate is: 
௘ଶݏ = (ܻ − ܻ(ܺ))்) ∗ ൫ܻ − ܻ(ܺ)൯ = 69,754   (3) 
The unbiased estimate of the variance is then computed: 
ଶݏ = ଵ

௡ି௠ିଵ ∗ ௘ଶݏ = ଵ
ସ଴ିଵିଵ ∗ 69,754 = 1,993 (4) 

The standard deviation will be: 
ܵ = √ܵଶ = 1,412   (5) 

The quality of the above regression equation was tested on the basis of Fisher's 
statistics (F-test), according to which, if ܨ >  ௦௧௔௧, the coefficient of determination isܨ
statistically significant, and the regression equation is statistically reliable. 

In the resulting model, the coefficient of determination was first calculated. (in 
the considered model ܨ௦௧௔௧=2,84), 

ܴଶ = 1 − ௦೐మ
∑(௬ି௬)തതതమ = 0,9956    (6) 

Then was calculated F: 
ܨ = ோమ

ଵିோమ − ௡ି௠ିଵ
௠ = ଴,ଽଽହ଺

ଵି଴,ଽଽହ଺ − ଷଽିଷି
ଷ = 2655,323      (7) 

where n is the number of combination units, m is the number of factors in the 
regression equation. The number of freedom degrees will be: ݂݀ = ݊ − ݉ = 36.  
Since F>ܨ௦௧௔௧., so the coefficient of determination of statistics is significant, the regres-
sion equation is statistically reliable. 

The statistical significance of the regression model was also tested by excluding 
the presence of autocorrelation between variables. We conducted it in two ways: by cal-
culating the autocorrelation coefficient and using the Durbin-Watson test. 

If the autocorrelation coefficient is  ݎ௘௜ < 0,5, then there is a reason to assert that 
there is no autocorrelation. Now we shall use Student's t-statistics and find intersection 
point α = 0.05, (95% probability) and df = 36: ݐ௧௔௕ = 2.329 (α = 0.05, df = 36). 
 According to t-Student criterion, if the first-order autocorrelation coefficient ݎଵ is 
in the following range, then it can be assumed that there is no autocorrelation: 

௧௔௕ݐ− ∗ ܵ௘௒ < ଵݎ < ௧௔௕ݐ+ ∗ ܵ௘௒               (8) 
where ܵ௘௒-  is the standard error criterion. 

The standard error criterion is determined by the following formula: 
 Sୣଢ଼ = ଵ

√௡ = ଵ
√ଷଽ = 0.16                                          (9)  

ଵݎ = 0.178 
As in our example «−2.329 ∗ 0,16 < 0,178 < 2.329 ∗ 0,16» there is no autocorrelation. 

Based on the Durbin-Watson criterion, is first calculated ܦ ௦ܹ௧௔௧.. 
ܹܦ = ∑(௘೔ି௘೔షభ)మ

௘೔మ
= 2,29   (10) 

Then the critical values ݀ଵ и ݀ଶ are calculated based on the Durbin-Watson 
tabular data (ߙ = 0,05, ݊ = 39, ݉ = 3 ݂݀ = 36). According to this criterion, there is no 
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autocorrelation if the following conditions are simultaneously satisfied: ݀ଵ <  и ܹܦ
݀ଶ < ܹܦ < 4 − ݀ଶ. 

Critical tabular data values for this model  ݀ଵ = 1,33 and  ݀ଶ = 1,66. 
Since "1.33 < 2.29 and 1.66 < 2.29 < 4 - 1.66", we have reason to believe that 

there is no autocorrelation. The coefficient of determination in the constructed model is 
0.9956, that is, the change in the volume of mortgage loans by 99.56% is due to changes 
in independent variables. In the resulting model, the average value of the approximation is 
also quite small: A=0.11%: 
We have summarized the main results of the constructed model in the form of Table 3. 

Table 3. The main results of the correlation-regression analysis equation 
Multiple correlation coefficient -0.998 
Relationship between features Very strong 

Number of views: 39 
Multiple determination adjusted index (܀෡૛) 0,995 

Multiple determination factor  (R2) 0,996 
Multiple linear regression equation ܻ = 14,328 + ଵݔ0,917 − ଶݔ0,913 +  ଷݔ0,275

Mean approximation error(ۯഥ) 0,11% 
Standard Error Criterion (ࢅࢋࡿ) 0,16 

Auto correlation coefficient is absent 
Thus the regression equation is estimated as good. 
Conclusion․ We reveeled that there is a close relationship between the mortgage 

lending and real estate markets, in particular, the correlation coefficient between the ave-
rage market price per 1 square meter in the city of Yerevan and the volume of mortgage 
lending is direct and very strong, and between average rates and volumes of mortgage 
lending is the opposite and very strong. The regression coefficients are also significant, 
which means that the average interest rates of mortgage lending and the market prices of 
the Yerevan real estate market per 1 sq.m have a significant impact on the volume of 
mortgage lending. 
Arevik ALEKSANYAN 
Analysis of the relationship of mortgage lending and real estate markets in RA 
Key words: mortgage lending market, real estate market, regression equation, correlation 
coefficients, standard error 
 At the same time, real estate and mortgage lending markets are particularly sensitive to 
external shocks, especially currency market fluctuations, military conditions, political 
instability, etc. The real estate and mortgage lending markets have been and remain the 
subject of study by Armenian and foreign specialists and experts. Mortgage is one of the 
oldest institutions of civil law, which has been transformed and improved over a long 
period of historical development. Currently, the mortgage has reached the highest level of 
development, retaining its original name, that is, being one of the most reliable forms of 
loan security. 
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Attachment 1. Input data for regression analysis 
Term / 
quarter 

Mortgage loan volume 
(1000 AMD) logarithm 

Mortgage loan volume: t-1 
(1000 AMD) logarithm Average mort-

gage rate (%) 
Average market rates per 1 m2 

real estate Yerevan (1000 
AMD) logarithm 

Y X1 X2 X3 
2012/2 808,2 805,1 12,34 240,6199424 
2012/3 809,1 808,2 12,59 241,4973348 
2012/4 816,1 809,1 12,56 242,1932813 
2013/1 817,7 816,1 12,17 242,8296814 
2013/2 817,7 817,7 12,4 243,4249452 
2013/3 819,8 817,7 12,46 243,5366507 
2013/4 821,3 819,8 12,39 243,63217 
2014/1 821,8 821,3 12,14 243,679851 
2014/2 822,9 821,8 12,46 243,7116093 
2014/3 823,8 822,9 12,13 243,7274797 
2014/4 828,2 823,8 12,15 243,7433444 
2015/1 827,4 828,2 12,33 243,7750563 
2015/2 828,0 827,4 12,9 243,806745 
2015/3 828,8 828,0 12,69 243,8225808 
2015/4 830,0 828,8 12,61 243,8542349 
2016/1 829,8 830,0 12,74 243,8700533 
2016/2 830,2 829,8 12,55 243,9016728 
2016/3 831,0 830,2 12,18 243,9253724 
2016/4 831,8 831,0 12,06 243,949059 
2017/1 831,5 831,8 12 243,5844366 
2017/2 832,6 831,5 11,54 241,763774 
2017/3 833,8 832,6 11,25 241,8135498 
2017/4 837,6 833,8 10,63 242,3245874 
2018/1 838,6 837,6 10,68 246,0747542 
2018/2 839,5 838,6 10,48 246,686762 
2018/3 841,5 839,5 10,58 247,7265995 
2018/4 845,5 841,5 10,2 249,2900011 
2019/1 847,8 845,5 10,38 250,1880494 
2019/2 851,4 847,8 10,21 251,6403148 
2019/3 854,9 851,4 10,17 252,9943402 
2019/4 859,2 854,9 10,37 255,1071655 
2020/1 863,0 859,2 10,15 256,5588108 
2020/2 864,1 863,0 10,1 256,6201719 
2020/3 867,6 864,1 10,11 255,0534087 
2020/4 871,1 867,6 10,07 254,3695632 
2021/1 874,0 871,1 10,03 254,0454614 
2021/2 876,6 874,0 10,17 254,7282308 
2021/3 879,2 876,6 10,4 256,1101384 
2021/4 883,7 879,2 10,17 257,932 
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POLITICAL ECONOMY OF REGIONAL INTEGRATION IN THE CONTEXT 
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Introduction. As a rule, all forecasts follow from specific conditions, trends and 
realities. In turn, it is impossible to talk about modern realities in Armenia, Russia and 
the EAEU without taking into account and assessing the sanctions of the West. At the 
same time, it can be predicted that as a result of sanctions, there will be losses both in the 
economy and in the financial sector. In particular, investments, the volume of private 
transfers will decrease, and a decrease in the solvency of the market may lead to a 
reduction in the volume of exported goods from Armenia. 

Methodology.  The purpose of the article is to reveal the problems related to the 
process of forming or joining different regional economic integration blocks and to come 
up with an effective structure gross domestic product aimed at reducing the risks and 
managing them in RA. In particular, the research focuses on new sanctions on neighbors 
and trading partners of Armenia and their impact on local markets, as well as 
administrative restrictions related to the financial markets, banking infrastructure. This, 
in turn, requires further improvement of the legal framework of business for the 
operation of the cashless payment system, and other issues. In terms of analysis, the data 
of the Central Bank of the Republic of Armenia, the National Statistical Committee of 
the Republic of Armenia served as the information basis of the research. Statistical, 
comparative, graphic, comparison, induction and deduction methods were also used. 

Literature review. Many experts believe that international organizations and 
developed countries should help small states by keeping official aid flowing to help 
climate change adaptation and debt recovery. National policies to stimulate investment 
growth should be country-specific [Bukht, et al.,, 2017, 32], but the starting point is always 
the establishment of a sound fiscal and monetary policy framework, as well as 
comprehensive reforms aimed at improving the investment climate. Not the last role will 
be played by the possible restructuring of the world economic order, about which there 
were active debates, in particular, at World Economic Forum in Davos [Vass, 2023, 1}. 

Analysis. As for the negative consequences of current economic integration and 
close cooperation with the EU and the BSEC or the EAEU, they are primarily associated 
with the Ukrainian crisis and the sanctions imposed by the US and the EU against 
Russia. Sanctions and dependence of the Russian economy on oil and gas prices, as well 
as their tangible fall, have seriously affected the macroeconomic situation in mentioned 
state and the exchange rate of its national currency. Thus, the fall in oil prices and the 
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depreciation of the Russian ruble created certain obstacles for the further development of 
Armenia, whose economy is tied to the Russian one. All this is reflected in the process 
of integration into the EAEU. The expected investments and increase in trade volumes 
from integration into the EAEU are difficult to realize today. 

The sanctions that are applied today, in the context of the growing process of 
globalization, when any important changes in one country in one way or another will 
certainly affect economic and social relations in other countries, were invented in the 
Stone Age. For those who have not learned this history lesson, any manifestation of 
sanctions today can have the effect of an “Australian boomerang’’. It is from this point 
of view that the package of sanctions against Russia applied by the West should be 
assessed. These sanctions to some extent may also affect the Armenian economy, since 
Russia is the main trading partner of Armenia, the Russian Federation accounts for a 
significant share of the export of the Republic of Armenia, therefore, our country cannot 
remain aloof from these processes. 

The war has already begun to leave its negative consequences for the economy. 
First, the ruble depreciated against the dollar and the euro. And the devaluation of the 
ruble creates problems for the export of Armenian goods. Devaluation of the Russian 
ruble in 2023 may lead to the fact that the purchasing power of the population of Russia 
will decrease, i.e. Russians will be able to buy fewer goods and services for the same 
amount. Naturally, we will have a reduction in the volume of exports of goods from 
Armenia to the Russian market, and due to the devaluation of the ruble, Armenian 
products will become uncompetitive in the Russian market. The participation of Russian 
capital in our economy is quite large. And in such a situation, investments will also 
decrease, because in the event of such sanctions, Russia will not be able to implement 
investment programs in our country at the same pace. Russian capital has a large share in 
the banking system, so here problems may also arise. And if the sanctions persist for a 
long time, the problems may increase, but it is to be hoped that solutions will be found. 
Of course, Russia is not a country where sanctions have a one-sided effect. The West is 
also hurting: companies from many American and European countries have been quite 
successful in the Russian market. That is, losses are not one-sided. 

The same is true in terms of the possible impact of economic sanctions against 
Armenia’s neighboring Iran. It is almost impossible to trade with this country even on 
micro level or person to person if someone intends to make a legal payment through a 
commercial bank transfer. People are forced to initiate or increase the volumes of the 
“shadow economy” by opening up bank accounts in other countries as Georgia or 
Turkey to serve their micro level trade transactions. 

In our opinion, some of the trends of 2022 may continue into 2023. It is safe to 
predict further growth in business activity, which, this time, may be below nine percent 
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if there are no external contributing factors and preconditions. Our forecasts somewhat 
differ in numbers from the forecasts of influential international organizations, but they 
coincide with the forecasts of positive trends. Thus, the EBRD in September last year 
predicted the growth of the Armenian economy by 8% in 2022 and a slowdown to 4% in 
2023. At this stage, the mentioned forecast remains unchanged - at the level of 4%. 
Growth in trade and services is in double digits. The influx of a significant number of 
people and businesses from Russia has increased demand for services, coupled with a 
significant increase in remittance inflows. According to the Ministry of Economy of 
Armenia, in 2022, the real GDP growth of the republic amounted to 14%, with an 
indicator of 7% laid down in the state budget, as well as an inflation forecast of 4% (± 
1.5%). Meanwhile, the International Monetary Fund (IMF) predicted the economic 
growth of Armenia in 2022 at the level of 11%, the World Bank (WB) and the Asian 
Development Bank (ADB) - up to 7%, the EBRD - 8%, and the Eurasian Development 
Bank (EDB) - 12.5%. $1 - 395.88 AMD). 

It is worthy to recall that the economic growth of Armenia in the state budget for 
2022 is provided for in the amount of 7%, and inflation is set at 4% (± 1.5%) 
[www.parliament.am]. In December last year, the Central Bank of Armenia predicted 
that the country's economy would grow by 12.9% by the end of 2022, and inflation 
would be 9-9.5%. The World Bank predicts that economic growth in Armenia in 2023 
will be 4.1%. It is also important to consider all these forecasts in the context of global 
economic development trends. In particular, in 2023, global economic growth will slow 
down to 1.7%, and not to 3%, as expected six months ago. 

As noted in the latest edition of the World Bank's World Economic Outlook 
report, global economic growth is slowing sharply amid high inflation, rising interest 
rates, reduced investment and disruption to supply chains caused by the conflict in 
Ukraine. Given the volatility of the economic environment, the emergence of any new 
adverse factor, such as higher-than-expected inflation accelerating, a sharp increase in 
interest rates to contain it, a new wave of the COVID-19 pandemic, or an escalation of 
geopolitical tensions, could push the global economy into recession [ Williams, 2021, 92]. 
This means that for the first time in over 80 years, there would be two global recessions 
within a decade. According to forecasts, in 2023 the global economy will grow by 1.7%, 
and in 2024 by 2.7%. The sharp slowdown in economic growth is expected to be 
widespread, with a downward revision to the 2023 outlook affecting 95% of advanced 
economies and nearly 70% of emerging market and developing economies. Growth is 
projected to slow to 0.5% in 2023 in advanced economies from 2.5% in 2022. In the past 
two decades, a similar slowdown in growth has preceded a global recession. In the US, 
growth is projected to slow to 0.5% in 2023, 1.9 percentage points lower than previously 
forecast and the lowest level since 1970, excluding periods of recessions. In the euro 
area, zero economic growth is expected in 2023, 1.9 percentage points lower than 
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previous forecasts. In China, growth in 2023 is projected to be 4.3%, 0.9 percentage 
points lower than forecast [Cheng, 2021, p.62]. 

Conclusions. In view of the foregoing, some conclusions can be drawn for the 
economy of Armenia and Russia. The situation will force the Russian government to 
become more efficient, to find ways out, to carry out reforms. And in the foreseeable 
future, the situation may gradually improve. It is not difficult to predict that the 
European economy will suffer more losses than the US. It is enough that Russia's share 
in the American energy market is significantly inferior to European indicators. Russia 
provides 40% of gas consumption in Europe, it will be very difficult to replace these 
volumes, therefore, cooperation with Russia in the energy sector is maintained. And the 
share of Russia in US imports of oil and petroleum products in 2020 was 7%, despite the 
fact that the United States produces oil at home and is able to cover the rejection of 
Russian oil. Thus, Europe will suffer more. 
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 Our research confirms the idea that positive trends in Armenia can continue in the case 
of a balanced and targeted economic policy. It can also be predicted that if the 
government manages to create attractive conditions for entrepreneurs from Russia, then 
after the conclusion of peace between Russia and Ukraine, if even 10% of the invested 
capital remains, the Armenian economy will be able to maintain sustainable growth 
rates. This, in turn, will have a positive impact on the integration processes in the 
EAEU, which are taking place in difficult conditions. The current situation, according to 
the government, certainly affects the basic economic indicators of all member states of 
the union, and in this difficult time for all of us, we should focus our efforts to maximize 
the effects of Eurasian integration, taking into account national priorities of socio-
economic development. An important task, in our opinion, is to maintain the achieved 
level of growth in business activity. To improve long-term economic growth prospects, 
the government and the private sector need to pay close attention to building climate 
resilience, promoting effective economic diversification, and improving governance. 
And this, in turn, requires close cooperation with the expert community. 
 


