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Introduction

contradictionsin Armenia s socioeconom- | approaches to economic management and with
ic development into the limelight. The | the global changes that have occurred in the
events of the post-crisis period have led to the | world.

T he world financial crisis has brought the | emergence of many risksassociated with the new
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The anticrisis measures adopted have
brought about certain positive changes, but this
is not enough to ensure stable economic growth
and arise in the standard of living. A shift to a
qualitatively new level of economic growth is
needed, which requires pursuing an active poli-
cy based on the application of new criteria. De-
fining anew starting point for economic devel-
opment, as well as identifying the possible (or
optimal) alternative solutions and correctly set-
ting the priorities are key elementsin resolving
this problem

The tasks facing the republic can best be
solved by revealing thereal opportunitiesfor rais-
ing national potential, which requiresre-examin-

ing the existing val ue system and reassessing the
availableresources.

Unfortunately, thereisawidegapin Arme-
nia between ideas and their realization, which is
complicating self-organization of the nation; the
historical past must be perceived in a new way.
The people need aphilosophy supported not only
by amaterial foundation, but also by cultural and,
primarily, moral and psychological values.

This is the viewpoint most conducive to
defining the priority vectors for developing na-
tional potential, keeping in mind the nation’s ca-
pabilitiesand opportunitiesfor self-organization,
and to designating waysto most efficiently intro-
duce a new socioeconomic policy.

Comprehensive Approaches
to Economic Development
in Post-Crisis Conditions

Judging from the level and rates of economic development, it can be ascertained that Armenia
has withdrawn from the crisis, athough many unresolved tasks still remain. But the crisis not only
creates problems, it also provides new opportunities for successful and dynamic development of the

economy.

The current period in Armenia’ s economic development requires essentially new interrelated

approaches that anticipate the following:

ensuring maximum understanding of forthcoming actions and opportunities ==
determining the priorities of economic development =2 drawing up efficient ways

to implement them == choosing optimal ways of development == ensuring their
consistent implementation.

These measures must aso be implemented in an integrated way (see flow chart in Fig. 1).

As can be seen from the flow chart, when atransfer is made to each subsequent stage, the forth-
coming actions and starting points for solving the subsequent tasks must constantly be corrected and
new priorities and development goals, strategic approaches, and precedence of the necessary meas-

ures determined.

The flow chart presented makes it possible to determine the achievements at each new stage of
economic development, decide what direction to take, choose the optimal starting conditions and
possible ways of implementing the tasks, decide how to resolve particular problems, determine the
country’s potential, select the preferable aternatives, and so on.

One of the most important tasksis defining the starting conditions required for transferring to
each subsequent stage and deter mining the new dir ection of devel opment: incorrect choice of starting

point could lead to negative results.
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Integral System of
Socioeconomic Development

Figure 1
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It should &l so be kept in mind that each country definesits own future devel opment goal's: some

want to retain the achieved level, others need to go on to the next stage, while still others think it
important not to wander from the chosen path and/or lag behind, and so on.

ence plays afundamental role in successfully solving the strategic economic tasks.

Taking proper account of the correlation between goals and resources and their interdepend-

Itisalso very important to properly assessthe classical “goal-controllable variables-resources’

correlation. It is obvious that the choice of goal influences the choice of means to be used (re-
sources); however, the reverse dependence isless obvious: the influence of the available resources
on the setting of goals. Incidentally, the well-known principle“live within your means’ isextreme-

ly apt here.
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On the other hand, such a*“ strict” approach might curb socioeconomic progress: it requires set-
ting ambitious goals and not sparing resources to achieve them, while a conscious effort to remain
within the bounds of limited resources will require setting more modest goals.

Correctly identifying the priorities of economic development and precisely defining their prec-
edenceisan important prerequisite of effective development. Priorities must be defined based on the
specific situation; moreover, there could be several of them.

The situation might require re-examining the defined priorities or rejecting them altogether, or
their realization might be postponed or, on the contrary, accel erated.

Thediversity of prioritiesand their precedence might be determined by the country’ sresource
supplies and the way they are used; resources frequently have to be used sparingly in order to en-
sure successful economic development. The choice of priorities might be based on ideas of what is
actually needed for modernizing the economy, or on culture, which is an important source of na-
tional resources; education, human capital, etc. also play an extremely important role in the coun-
try’ s development.

There can be no doubt that economic priorities should reflect general features and global
processes, on the one hand, and the state and processes inherent in the national economy, on the
other.

Tasks that meet national interests are of prime importance. For example, the correct choice of
optimal alternative of economic development will makeit possible for Armeniato becomefully inte-
grated into the world economy.

Corresponding mechanisms are needed in order to bring the chosen goals and priorities to fru-
ition; in particular, a mobilized economy could play an important role in achieving these goals.

A mobilized economy is a system of socioeconomic relations based on a mechanism that prima-
rily ensures:

m maximum identification and targeted distribution of material and non-material resources;
®m maximum use of these resources;

m clear definition of development goals and priorities and constant control over implementa-
tion of the set tasks;

®m modernization of the economy and progress (as aresult of the points listed above).

A mobilized economy presumesthe use of new, non-traditional approaches; it requires pursu-
ing apolicy aimed at full identification, incorporation, and targeted use of all the national resources
(historical-cultural, intellectual, psychological, financial, and natural) with the direct participation
of the state.

Synergeticsisalso arather efficient management method which could offer new ways of resource
use. Synergy is the mutually advantageous conjunction of distinct elements, producing a result that
might prove much higher than the one obtained from simple composition of the potential of all the
components of this system.

Moreover, synergeticsis capable of identifying universal management mechanisms and ensur-
ing more efficient self-organization; it could create much broader alternatives by combining specific
components of national potential in different ways.

The most important prerequisite for producing a synergetic effect is optimal determination of
the working group, distribution of the roleswithin it, and so on. Analyzing the conditionsfor achiev-
ing synergy, fully identifying resources, ensuring their integrated use, and assessing their availability
are also extremely important.
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|dentification and
Targeted Use of Socioeconomic Potential as
the Main Prerequisite of Progress

In present-day conditions, actions aimed at the integrated and comprehensive use of national
potential can significantly help to identify further opportunities for the country’ s economic develop-
ment and progress.*

This, inturn, implies the use of a program-integrated approach when carrying out policy aimed
at“...uninterrupted activity of the economic system and strict provision with resourcesand communica-
tions, ensuring balance in management, clarifying the role and significance of the state...”?

The approach being examined requires full identification of socioeconomic potential and its
integrated use.

Socioeconomic Potential and Its Components

The possibility of pursuing an integrated and resource-guaranteed investment policy depends
primarily on full identification and rational use of the country’s socioeconomic potential. Socioeco-
nomic potential is a composite of non-material and material resources, which include the nation’s
spiritual and cultural level, its economic and ideological basis, society’ s ability to self-organize, and
the country’ s educational, financial, and national capabilities (see Fig. 2).

Figure 2
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! See: Upravlenie izmeneniiami (The Harvard Business Review Classics Series), Alpina Business Books, Moscow,
2007, pp. 20, 52; H. Haken, Informatsiia i samoorganizatsiia, Mir, Moscow, 1991, p. 27 (H. Haken, Information and Self-
Organization: A Macroscopic Approach to Complex Systems, Third Edition, Springer Verlag, Berlin, 2006); C. Hidalgo,
B. Klinger, A.-L. Barabasi, R. Hausmann, “The Product Space and |ts Consequences for Economic Growth,” Science Mag-
azine, 2007, p. 193.

2 A. Markosian, Osnovnye problemy ekonomicheskoi bezopasnosti, Noravank, Erevan, 2005, p. 47.
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Table 1
Contents of Integrated Potential
/( \ Art Music, painting, architecture \\
Culture Norms Acceptable behavior, traditions,
and so on
National psychology Language, creative attitude, trust
Health and demography Physical and intellectual health,
population structure in terms of
gender and age
Human B .
Education and Primary, secondary; secondary,
resources o .
advanced training higher, etc.
Attitude and motivation Personal responsibility,
orientation
Qualitative and Statistics, opinions
guantitative data
Knowledge Conceptions, programs Theories, processes
Educational institutions Universities, higher learning
institutions, etc.
Health, transparent Non-shadow, open management
management system
Justice system Predictability of regulatory
Institutional norms, protection of property
foundation rights, and so on
Contiguous structures Chambers of Commerce and
Industry, public organizations,
unions
Financial system Markets, institutions,
infrastructure
Private structures Companies: close joint-stock
Financial companies, open joint-stock
potential companies, limited companies,
corporations, etc.
Public organizations Unions, clubs, self-regulating
organizations, etc.
Transportation and
supply lines
Infrastructure
Energy
Water channels
Mining and raw material base
Natural )
Environment
resources

Location, weather, etc.

0

4

92



CENTRAL ASIA AND THE CAUCASUS Volume 12 Issue 1 2011

Socioeconomic potential can be divided into seven main groups; four of them can provisionally
be applied to social capital (culture, knowledge, human resources, and institutional foundation), and
the rest to physical capital. Socioeconomic potential is also formed on the basis of the derivatives of
the above-listed components (see Table 1).

Logic for Realizing Integrated National Potential

A key factor of economic progress is streamlined and consistent actions aimed at realizing the
country’s potential keeping in mind the globalization of economic life and resource support.

From this perspective, forming integrated national potential isarather complicated task: thisprocess
includes seven variables, and the country’ seconomic devel opment and prosperity, aswell astheformation
of its national investment potential depend on how optimally these variables are combined (see Fig. 3).

When forming integrated national potential, it isvery important to keep in mind the closein-
terconnection and interdependence of all its components. This complicates their targeted and har-

Figure 3

a B\

Human
resources

Ry

| Institutional Culture Infrastructure —
foundation

Financial resources Natural resources

v v

Socioeconomic potential

M e TN N s—

Knowledge

I National investment potential I
I Economic development program I

Y

Raising the standard of living:
Increase in prosperity

7
\

93




Volume 12 Issue 1 2011 CENTRAL ASIA AND THE CAUCASUS

monious use, on the one hand, and promotes maximally integrated formation of national investment
potential, efficient definition of economic priorities, and successful reaching of goal's, on the other.
It isimportant to correctly choose the general features that correspond to international criteria
(structural, substantial, features of socioeconomic potential and integrated national potential of eco-
nomic progress), which will later ensure smooth functioning of the country’s economic system.
From this viewpoint, the substantial features of Armenia’s socioeconomic potentia are rather
interesting.

Armenia’s Socioeconomic Potential and
Primary National Tasks

| dentifying socioeconomic potential isarather difficult process: al seven of itscomponentsare
constantly changing, both qualitatively and quantitatively, under the influence of different factors.®
Moreover, depending on the specific goalsand priorities, aswell ason thetimelimitsfor reaching the
set goals (within the framework of short-term, medium-term, or long-term programs), the relative
importance of each of the seventypesof capital* and precedence of measuresfor their use could change.

Inthisrespect, it isnecessary to correctly assessthe value system basis of each period and deter-
mine the formula of national self-organization, otherwise the consequences may be irreversible (the
nation might simply disappear).

Throughout the entire existence of the Armenian nation, the family has been the primary prior-
ity of national self-organization. But isit not timeto move on to other forms of self-organization, such
as astrong state and national health?

A good case in point is the Jews, who, after losing their statehood, retained their national self-
organization and, thanksto that, have always occupied aspecial place among other nations, thus prov-
ing their viability.

On the other hand, inthe U.S,, the role of the family and the nation as elements of self-organi-
zation is very insignificant, while the state is strong.

An edifying exampleis the lifestyle of the Japanese, which fully corresponds to their national
value system; this system has been incorporated into family, social, and, what is most interesting,
economic relations. Japanese businessisentirely built onthe basis of religiousideol ogy, while corpo-
rate management is based on national traditions, mutual trust, and common interests; the rules of the
game are the same for everyone.

Perhaps Armeniatoo should transfer to theformulaof “ strong family-strong state-strong nation” ?

National Priorities of Socioeconomic Potential

Globalization and socioeconomic devel opment in different countries often take different formssince
they arebased on different ideol ogical foundationsand formulas of self-organization. Moreover, depending

3 For example, as the result of several global trends (in particular, longer life expectancy), education opportunities have
increased, which in turn has had a significant effect on the development of technology, productivity of labor, and creation of
material benefits. As aresult of certain changes in economic philosophy, the command-administrative system has given way
to the market economy and this, in turn, has led to an acceleration in world trade turnover, an expansion of new markets, and
aspread in global processes. The financia system began developing at a rapid rate, which led to a breakdown in the balance
between the real and financia sectors, thus provoking the crisis, and so on. There are many such interrelated and interdependent
cause-and-effect sequences, but a more detailed examination of these issues is beyond the scope of this article.

4 Capital is the used resource that has become the main component of national investment capital.

94




CENTRAL ASIA AND THE CAUCASUS Volume 12 Issue 1 2011

on the specific period and situation, development might progress differently in one and the same coun-
try. Thisis caused primarily by the specia features of socioeconomic potential and by the quantitative
and qualitative features of the individual components of national investment potential.

In the context of post-crisis development, the state's ability to make productive and effective
use of socioeconomic potential could ensure the country’s further progress.

Results of a Survey on the National Priorities of
Armenia’s Socioeconomic Potential

For almost ten years, we polled first-year students studying for Master’ s degrees at the Depart-
ment of Economics of Erevan State University on the subject “ Social Management.” The survey was
designed to assessthe national prioritiesof Armenia’ ssocioeconomic potential and theimpact of each
of them on the country’s development. The choice of respondents was based on two factors:

m First, therespondentswere people who in the near future would have to make decisionsthem-
selves about different components of socioeconomic potential;

m Second, conducting an annual poll of first-year students at the same learning institution and
in the same field of specialization made it possible to trace the changes over time.

As Table 2 shows, the poll yielded extremely interesting results.
Table 2

Assessments of Socioeconomic Potential (2001-2010)
Target group of respondents—economists studying for a Master’s degree
(“*0"—lowest, “1"—highest assessment)

£ o
3 = 5 5w =8
S S g 8 s 3 €S
& = 9 = S 5 S S
= e e 7 g 3 G
n o % g T a zg

E £
2001 0.35 0.70 0.60 0.63 0.35 0.26 0.61
2002 0.42 0.76 0.56 0.62 0.25 0.34 0.55
2003 0.49 0.75 0.65 0.63 0.30 0.22 0.47
2004 0.48 0.74 0.76 0.63 0.26 0.15 0.48
2005 0.41 0.72 0.55 0.60 0.31 0.33 0.58
2006 0.65 0.82 0.63 0.61 0.26 0.21 0.32
2007 0.64 0.83 0.68 0.60 0.26 0.24 0.24
2008 0.69 0.72 0.76 0.51 0.22 0.36 0.24
2009 0.72 0.69 0.80 0.47 0.30 0.33 0.18
2010 0.80 0.77 0.79 0.44 0.23 0.33 0.17
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So scientific-educational potential and human capital received the highest assessments. These
assessments remained rather stable throughout the reporting period (within the range of 0.7-0.8 and
0.6-0.8, respectively); the respondents considered the role of physical capital to be less important.
Moreover, the assessments did not principally change throughout the entire survey (apart from the
assessment of natural resources); in particular, financial resources were given an assessment of 0.2-
0.3, and infrastructure of 0.20-0.35.

The dynamics of the respondents’ assessment of some of the factors influencing the formation
of national potential is extremely interesting (see Fig. 4).

Figure 4

Dynamics of the Assessment of
the Different Components of Socioeconomic Potential (2001-2010)
(“0"—lowest, “1"—highest assessment)
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For example, in 2010, the assessment of therole of natural resources dropped compared to 2001
from 0.61 to 0.17, while that of culture, on the contrary, rose from 0.35 to 0.80. The factorial change
inthe assessment of institutional capital wasan unpleasant surprise (the assessment of itsrole dropped
from 0.63 to 0.44); it is very possible that this change is related to the realities of social life.

Itislikely that institutionalism is regarded as a derivative of historical-cultural capital and na-
tional psychology, which is considered the most important factor influencing the others.
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The Master’ s degree students polled preferred culture and national psychology, regarding his-
torical-cultural and moral-psychological values as the foundations of the country’ s development po-
tential: “1f we cannot make a breakthrough in the moral-psychological sphere today, it will be diffi-
cult to make progress in the other spheres.”

So, as of today, the most important element issocial potential, aswell asits ability for self-or-
ganization. It is also necessary to keep in mind the important role of historically developed national
psychology as an important factor of economic development and national prosperity.

In 2010, a new public opinion poll was conducted in Armenia,® since the previous (ten-year)
poll was unable to provide answers to many of the existing questions. As aresult, some assessments
and conclusions of the previous polls were confirmed and some clarity was shed on the problem of
devel oping socioeconomic potential.

The comparative assessments obtained as a result of the poll of two target populations, Master
degree students and the population as a whole, showed both similarities and certain contradictions
(see Table 3).

Table 3

Comparative Assessments of
Socioeconomic Potential for Separate Groups of
Respondents (2010)

(*0"—lowest, “1”"—highest assessment)

Potential

5}
S
2 3
= 3]
= =
—
o ®©
g c
= LL
=

Science
Resources
Institutional
Foundation
Resources

Master’s degree students 0.80 0.77 0.79 0.44 0.23 0.33 0.17

&Population as a whole 0.40 0.74 0.69 0.56 0.24 0.62 0.242

Both the population asawhole and the Master’ s degree students gave the highest assessmentsto
scientific-educational and human capital.

All the respondents, regardless of age, income, education level, and place of residence, consid-
ered scientific-educational capital important; the assessments fluctuate within the range of 0.73-0.78.

The sameis also seen with respect to human capital.

The way both groups assessed culture and natural resourcesis especially interesting. The pop-
ulation asawhole assessed culture at only 0.40, whilethe Master’ sdegree students assessed it at 0.80.

Whereas in the case of the Master’ s degree students, the main factorial shift over ten years oc-
curred between culture and natural resources with arise in the assessment of culture, the population
as awhole, while rating culture fairly low, highly assessed the role of the financial factor (0.62).

5 The target population of this poll consisted of all the households in the republic (800,000), while those over 18 years
of age in the family at the time the poll was conducted represented the unit of the target population. The household sam-
pleincluded all the administrative districts of Erevan and the cities of al the regions of the republic, as well as rural areas
chosen by special means in order to achieve maximum representation.

Households were selected using stratified random sampling: in cities using one-phase, and in rural areas using two-
phase selection.
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Today, the shortage of financial capital isthe reason for many problemsin the life of the coun-
try’ s population and thismost likely influences the population’ s perception. The Master’ sdegree stu-
dents, on the other hand, believe that “with asufficient level of education and awareness, it isalways
possible to find free financial resources and the necessary mechanisms and ways to engage them.”

Figure 5
Comparison of the Poll Results
in the Two Target Populations
(“0"—lowest, “1"—highest assessment)
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Attention should be paid to both groups’ low assessment of natural resources (0.24 and 0.17,
respectively). The popular view that “ natural resources are agiven, afixed value, and since they are
unlikely to increase we would do better to think about how to use them more efficiently; and thisis
whereculture, national psychology, and scientific-education capital becomeimportant” probably played
arole here.

Neither poll made it possible to answer all the questions. What is more, many additional prob-
lemswereidentified, the solution to which may reveal hidden opportunitiesand |ead to new approaches
in the future.

Important Features of National Investment Potential and
the Role of Culture

In the survey conducted, the questionsrelating to culture are particularly interesting (in the nar-
row sensethey areviewed asnational cultureper se, whileinthe broad sense they can be seen asaway
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of thinking, education, and organization); in the current conditions of globalization, traditional ideas
about culture are changing.

The question of the role and place of culture in the life of society is becoming increasingly ur-
gent, primarily from the viewpoint of providing the resources necessary for the country’s socioeco-
nomic development. The solution to this problem depends directly on the economy’s compatibility,
where the quality of the workforce plays adecisiverole, that is, thelevel of knowledge of the people
occupied in material production (“human capital”).

The concept “ human capital” comprisesthe ability of theindividual, aswell as of the company,
enterprise, or country asawhole, to produce the goods, added val ue, and services needed for expand-
ed reproduction.

As of today, culture is not only a systemic composite of material and spiritual values, but also
the usual way of performing aparticular activity; it isincorporated into any organizational structure,
into macro and micro spheres, and, naturally, into any socioeconomic development project.

Anincreaseinlabor productivity greatly dependsonthelevel of culture of economic activity; in
our day and age, management of even the smallest organization depends not so much on material re-
sources as on the ability to make the fullest use of the potential of the personnel.

The nation’ s intellectual potential, that is, knowledge, is the next important factor in the coun-
try’s development and prosperity. It is no accident that in countries where the population is highly
educated, there is a stable trend in sustai nable economic development.

An economy based on knowledge has long become a strategic reserve and the main factor of
production. Investments in human capital are the most justified today.

In the advanced countries of the world, 75%-85% of GDP is generated not by energy resources,
but by an economy based on knowledge, that is, the development of society largely depends on the
level of national culture; at the current stage, it is scientific-technological and intellectual potential
that definesthe country’ sstatus on theinternational arena, aswell asthe degreeto whichit isintegrat-
ed into international structures.

Human potential and human capital should be given special emphasis among the country’s
development priorities; they are determined both by demographic features and the need to maintain
the nation’ s physical and spiritual health.

Thefourth component of national -investment potential istheinstitutional foundation. Whereas
national psychology, educational potential, and human capital remain relatively constant in the short
term (although they may eventually become transformed), institutional potential is more flexible and
isquicker to change and improve. On the other hand, the institutional foundation islargely predeter-
mined by the same culture, particularly national psychology.

Capital associated with the state of the infrastructure occupies first place among the physical
components of socioeconomic potential.

Itisfollowed by financial resources, they are no lessimportant, but most countries of theworld
do not have enough of them. A placefor and ways and means of engaging these resources can always
befound if thereisafavorableinstitutional foundation and healthy investment conditions, aswell as
if the population is sufficiently educated and informed.

Thenation’ spotential isalso designated by theterritory inwhichit livesanditsnatural resourc-
es, the capital they formisinitially a constant amount (“we have what we have”). For Armenia, mak-
ing maximum use of the available resourcesis of prime importance, since the country has no oil or
gas, and other natural resources are very scarce. Therefore the emphasisisplaced ontherole of infra-
structure and production capacities that can help the nation fully tap its potential and make a break-
through in economic development. And once again national psychology, education, human capital,
and so on come to the forefront.
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So it isnot economic or financial resourcesthat are the most important for the country’ s devel-
opment and nation’s prosperity, but correct self-organization, that is, maximum identification and
mobilization of the existing potential (historical, value, intellectual, psychological, financial, and re-
source-related) and its balanced use.

It should be noted that the attitude of the individual and the population as a whole toward the
stateisformed on the basis of amultitude of factors: national and financial resources, national achieve-
ments in sports, art, and science, human skills and knowledge, personal achievements, job satisfac-
tion, happinessin life, and so on.

In Lieu of a Conclusion

So an assessment of the current situation in the country, identification of the problems, and as
precise adefinition of possible of social potential and capabilitiesare all equally important for further
raising the efficiency of economic development.

Each country must establish the ideological foundation of its own development and develop a
formulaof national self-organization. A correct assessment of Armenia ssocial potential anditsintel-
ligent targeted use will make it possible to modernize the economy and raise its competitiveness, as
well as find the most acceptabl e development alternatives based on national specifics that also coin-
cide with world trends.

There is no doubt that any change can be upsetting and requires revision and reassessment of
some values, approaches, and standards.

This means that the country must learn how to quickly and flexibly adapt to the changes going
onintheworld economy. It requires possessing the knowledge, val ues, and capabilities necessary for
the country’ sinstitutions to be able to draw up anew strategy in the changing situation.

The special role of culture created by generations of our ancestors cannot be underestimated; it
always provides an inexhaustible source of efficient socioeconomic development.

In this context, educational capital also has special significance, since the ability to perceive,
assimilate, and efficiently use new knowledgeisincreasingly predetermining the nation’ s entire eco-
nomic potential.

So strengthening Armenia’ s socioeconomic potential requires the following:

m restoring, preserving, and developing cultural traditions, aswell asreinforcing the entire na-
tional value system using innovative approaches;

m forming asystemic bond among culture, education, and science aimed at ensuring the harmo-
nious development of each citizen;

m ensuring the formation of information flows as a guarantor of the preservation and develop-
ment of the national identity, as well as the country’s incorporation into the global cultural
processes.
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