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Treatment tantamount to the decease

The autumn of the 2008 marked the beginning of the third large crisis of the Armenian
economy. Therefore, our country met the successive economic disaster not only with the
experience accumulated from the various global crises, but one enriched with the lessons,
learnt from the attempts to address her previous economic crises. The efforts of the Armenian
government to overcome the present crisis will yield effective results only in case it considers
the previous experiences of addressing crises.

The Armenian authorities demonstrate a strenuous effort and a creative approach to
addressing the crisis and eliminating its consequences. Actually, the most impressive element
of the economic assistance to the anti-crisis programme is the business support. Increasing the
effectiveness of this component will indeed benefit the whole anti-crisis package. In this
regard, the Armenian experience of addressing crises emphasizes two significant principles:
non-intervention in the free market competition and non-hindrance to the democratic
institutions. Another significant feature is that the anti-crisis programme and the invested
financial resources should be tantamount to the scope and development of the current issues.
Eventually, excessive medicine is not a remedy, but a poison.

A cocktail of standards

The current types of business support - subsidies to business projects, loans, provision of state
guarantees or partial/total state investment in business shares - emphasize the readiness of
the government to be flexible and transparent. Still, the choice of the type of support for an
individual project is essentially discretionary, since no clear standards are defined. Moreover,
the present evaluation system comprises only two standards that directly deal with the
elimination of the consequences of the crisis, namely the promotion of export or the
substitution of import and expansion of employment. The other standards are merely
preliminary requirements for the usefulness and sustainability of business projects in the
context of the anti-crisis measures, which in some other contexts, for instance, in providing
loans to commercial banks, are self-standing goals. Such a ‘cocktail’ of standards, aimed at a
variety of goals, may hinder the mission of the whole anti-crisis programme and limit its
effectiveness. Incidentally, the brief information about the business projects that so far have
had a positive feedback from the Operational Headquarters, implies that not all the projects
that have been granted the business support, are aimed at meeting the announced standards,
including the employment expansion. The latter sometimes serve the solution of issues that do
not directly relate to overcoming the crisis, such as the increase of the capital investments and
business effectiveness. These are indeed important issues. However, these should not be
addressed at the expense of the resources allocated to overcome the crisis.

Public Money

The responsiveness of the business support is quite impressive. Essentially, the government
ventures to provide significant financial resources to the business sector by immediate
response procedures within a short period. At the same time such a daring action may be
justified only if the principles of opennes, transparency, accountability and the rule of law are
implemented, principles that the government has proclaimed it adheres to. The principle of
openness is partially followed: the goals, procedures and standards of the business support are
public. Still, the fact of a restricted public access to the content of the applications is quite



worrying and in the result, both the business sector and the society are generally ignorant of
the concrete evidences and relevant rationale supporting the decisions about the to-be-
provided support. The implementation of the principles of business confidentiality in this
process does not guarantee that the provision of support to an individual business will not
hinder the competition in the internal market. Moreover, providing public finances to private
enterprises requires that the process, specifically the business projects of the applicants, their
evaluation criteria and the other details of the process be exceptionally open and transparent.

Balance without the scale

In the anti-crisis programme the Government has included one of the most important
principles, civil society monitoring. And to implement this principle it has involved two
representatives of the media and expert community in the working group responsible for the
evaluation of the effectiveness of the investment projects aimed at the development of the
economy. The mentioned actions prove that the Government is ready to be accountable to the
public. However, it is important to note that the representation of civil society in the decision
making bodies responsible for the provision of business support, namely in the Operational HQ
and the working group, is quite limited and does now guarantee a proper level of checks and
balances. Moreover, the institute of conflicting interests of the members of the Operational
HQ and the working group lacks adequate regulation. The mentioned issuess limit the trust of
the business sector and the public towards both these bodies and the whole process in
general.

The big impact of small amendments

Thus, though the Armenian Government has adopted the basic element of the anti-crisis
policy, i.e. the most important principles for the business support provision process, several
essential features of the administration of this process require improvement. Otherwise, the
impact and the effectiveness of this support will remain low. Thus, the essential question is
how to improve the process. Actually, it is necessary to define clear criteria for the
implementation of the support types, including the emphasis on the outcomes of the business
project. For instance, subsidiary can be provided exclusively to the projects envisioning long-
term effective jobs. Depending on the degree of the support (the part in the business plan
regarding the use of the public resources), a differential approach should be used towards the
requirements of the applications, their discussion and the openness of the approval process. A
two-tier evaluation system for the business proposals can be introduced. The first tier should
define the minimum requirements a business proposal should meet, and this should be the
threshold for its consideration. Such requirements do not have an immediately anti-crisis
nature, but refer rather to the general business sustainability of the proposal. The criteria of
the second tier should directly evaluate the anti-crisis impact of the proposal and allow
comparing the applications. Such criteria are the promotion of export or the substitution of
import, as well as the expansion of employment. It is worth to involve the representatives of
the self-regulating bodies of the business community in the decision making bodies
responsible for the provision of the aid. Finally, in the context of aid provision it is necessary to
exclude the possibility of the conflict of interests among the decision makers responsible for
the evaluation of the business proposals and the provision of support.

The paper is elaborated based on the opinions passed by the participants of the discussion
“Economic Crisis in Armenia: Are We on the Right Way Out?”, which took place on April 17,
2009. The roundtable discussion was attended by independent analysts, government
officials, and representatives of the international organizations. The round table was
organized with the support of the Friedrich Ebert Foundation.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


