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Abstract

The economic crisis caused by the coronavirus epidemic is unique since its consequences
are difficult to predict. Governments in almost every country in the world have tried, and are
still trying to find the right balance between saving lives and saving national economies.
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The most effective way to overcome the current economic crisis is to inject sufficient
liquidity into the economy, which will help to avoid a sharp decline in both supply
and aggregate demand; otherwise, the economy will inevitably end up in a long period of
decline.

To overcome the economic crisis, the Government of the Republic of Armenia developed
and implemented several anti-crisis measures, which were not highly efficient due to small
allocations for anti-crisis measures, as well as due to narrow range of beneficiaries.

In order to overcome the effects of the economic crisis caused by Covid-19 and to increase
the effectiveness of state anti-crisis measures, the article presents clear criteria for selecting the
main directions of anti-crisis actions, that can be used in developing current and future anti-
crisis policies.

Keywords and phrases

Economic crisis, Coronavirus pandemic, financial support, government, anti-crisis
measures.
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ITPOBJIEMBEI ITPEOAOJIEHVA SKOHOMMYECKOI'O KPM3MCA, BRI3BBAHHOI'O
TTAHJIEMUEN KOPOHABUPYCA B PA
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MexnyHapogHbIi Hay4HO-06pasoBarensHbii nentp HAH PA
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AwmHoTanus

OKOHOMUYECKHI KpPU3HC, BBI3BAHHBIM dNujeMueil KOpOHABUpYycCa, HOCHT JOCTaTOYHO
YHUKQJIbHBIA XapaKTep M CJIOXHO Ipe/CKa3aTh e€r0 BO3MOXHYIO IIyOuHy. IIpaBuTenbcTBa
IIOYTH BCEeX CTpaH MI/Ipa IIBITAJIUCh 1 HPO,I[O)I}KaIOT IBITAaThCA HAUTH HPaBH]IBHBIfI 6a]IaHC Me>1<,z;y
CITaCeHWeM KU3HEHN M ClTaceHueM HaIl[MOHATbHBIX SKOHOMUK.

Camsiit 5¢GbeKTUBHBIN CIIOCO6 IIPeO0IeHNA TeKYIer0 SKOHOMUYECKOTO KpPHU3HCa - STO
BIWBAHME B SKOHOMMKY HOCTaTOYHOH JIMKBUZHOCTH, KOTOpas IIOMOXKET M30eXaTh Pe3KOro
mafieHus KaK COBOKYITHOTO IIPeJJIOXKeHMUs, TaK ¥ COBOKYIIHOTO CIIPOCA, B I[POTHBHOM CIydae
9KOHOMUKA HeM30eXXHO OKKETCs B JIUTEIHHOM IIEPHOZE Claza.

Jlis TmpeomoneHUs SKOHOMUYECKOTO KPHU3HCA IIPaBUTENBCTBOM PecmyOiauku ApMmeHUs
pa3paboTaH M peanu30BaH psj, aHTUKPU3MCHBIX Mep, KOTOpPbIe He OTINYaINCh BBICOKOM
2 deKTUBHOCTHIO M3-32 HEOONBIINX AaCCUTHOBAHWM Ha aHTUKPHU3KMCHBIE MEpHI, a TAaKXXe M3-32
y3KOro Kpyra GeHebHIIapoOB 3TUX Mep.

B mensax mpeozoneHus moCienCTBUN SKOHOMUYIECKOro Kpuauca, BoisBanHoro Covid-19, u
moBsIeHNst 3 HeKTUBHOCTY TOCyAapCTBEHHBIX aHTHKPU3UCHBIX Mep B CTaThe IIPeCTaBIeHbl
YyeTKue KPI/ITepI/II/I BBIGOP& OCHOBHBIX HaHPHB]IeHI/II';I HHTI/IKPI/ISI/ICHI)IX Mep, KOTOPI)IE MOI'yT 6I>ITI>
KCIIOJIb30BAaHBI IIPU Pa3paboOTKe aHTHKPU3UCHOI MMOIUTHUKY B TEKYIeM U OyAyLIUX IepHofax.

Kiouessie coBa u ¢passt

OKOHOMUYECKUIH KPHUBHC, ONHJEeMUA KOpOHaBHpyca, (GUHAHCOBaA IIOAZEPIKKA,
TIPaBUTENIbCTBO, AHTUKPHU3UCHBIE MEPHI.

1. Introduction

The history of the development of economic relations shows that repeated at
regular intervals economic ups and downs occur in any socio-economic system,
regardless of the nature and character of regulations. Based on the statements
mentioned above, it can be argued that the activity of the socio-economic system is a
cyclical process, and the crises are an integral part of social-economic development.
As to the economic crisis it can be treated as an unstable state of the socio-economic
system which emerges as a result of the irresistible influence of disorganizing and
synergistic factors in the social or economic integrity and not prevented by balancing
factors. In the professional literature, the term“crisis” is defined as "a turning point in
the development of the structure of the system during its transition to a qualitatively
different state" [Mim, 2009]. It is characterized by a significant instability and
nonlinearity of the parameters of the system. The coincidence of the time of external
influences can cause the imposition of these unaccounted weak influences and lead to
strategic changes or a complete system restructuring [Acemoglu, Robinson, 2012].

Crises are considered as multidimensional phenomena, the information about
which is mostly contradictory and not sufficiently structured. An enormous amount
of literature and various long-term studies have been conducted to analyze the
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characteristics of the crises. As to the contemporary ideas about the crises, it should
be mentioned that they are still incomplete and very limited. Moreover, according to
Marsh and Smirnov, there are still many scientists who continue to claim that crisis
is not a phase of the economic cycle and scientifically justify the stability of
sustainable economic growth in a market economy [Marsh, 2012; Smirnov, 2013].

2. The essence and peculiarities of anti-crisis regulation of the economy

The last financial crisis shows that the self-regulating market mechanisms are not
able to overcome the economic crises effectively, and the regular activity of the
modern economy cannot be imagined without the state's macroeconomic regulatory
mechanisms. Currently, in the process of working out and implementing the
economic policy, each state must depart from the idea that crises have always
accompanied economies and they always will. The openness of national economies
and the globalization of capital markets contributed to the fact that in the shortest
possible time any manifestation can rapidly spread financial instability in one country
and around the world, and taking more and more complex forms, turn into a global
financial and economic crisis. Their seriousness and the negative consequences of the
crises on each national economy largely depends on the economic policy conducted
by the given state and the anti-crisis policy efficiency. Having explored the
considerably rich experience in handling economic crises, it has become evident that
the crucial role in soothing the negative impacts of economic crises and in successfully
overcoming them should be ascribed to the state authorities, who, due to their anti-
crisis economic policy bring the economy back to balance.

Anti-crisis regulation constitutes a system of regulative measures on diagnosis,
anticipation, neutralization and overcoming the crisis and their reasons at every level
of the economy. State anti-crisis regulation presupposes state targeted policy on the
elaboration and realization of the unique system of forms, methods, tools of state
regulation, which are directed toward the analysis and prediction of critical situations
and developments; soothing the negative impacts for all the parties of economic
relations; analysis and application of relevant experience for the economic
development. In stable economic situations, state anti-crisis measures include the
monitoring of economic activities and the improvement of legislation and the system
of state economic government. In unstable conditions, when there are real risks of
crisis, the state begins to interfere with economic activities more seriously by
regulating the operation of several companies, separate branches of economy,
regulating the prices of some products and services, controlling and regulating the
volumes of production. In the state of crisis, the macroeconomic regulation of
production, prices and profits is realized by more rigorous and administrative-
imperative methods which results in a more directed control of economic activities.

Moreover, foundations aimed at stabilizing and supporting the most vulnerable
sectors of the economy are established. The mainline of state anti-crisis policy should
be the formulation of effective links between state and economy which will ensure
quick response to crises arising at micro and macro levels of the state economy. In the
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process of anti-crisis regulation, the state plays a dual role, which is conditioned by
the two essential functions carried out by the state in the civil-legal and social-legal
spheres [Kovan et al., 2009].

The significance, coverage and impact of the global financial crisis in 2007-2009
on the world economy is considered as an unprecedented crisis of the post-war years,
which revealed the internal structural imbalances of the modern economic system
which stands out from the previous ones by its measures. It has affected the majority
of the world countries. In this respect, it has even surpassed the Great Depression of
1929-1933 (Eichengreen, Rourke, 2010). The similarities between economic crises,
including the Great Depression, reveal that economic policies have not fully taken
into account the lessons taught. This is explained by the economic theories, which
began to be attributed as fashionable over the last three decades [Stiglitz,2010]. The
crisis revealed the incompleteness of the state anti-crisis policy, which led to the fact
that at the initial stage, the crisis manifestations were mostly spontaneous. At the same
time, the government's response to the economic recession was much more
expeditious than in 1929 [Romer, 2009].

It should be noted that the mechanism and the toolkit of state regulation have
undergone significant changes during the entire history of the development of
economic relations. In earlier periods of the market economy until the end of the 19th
century, the role of governments in the economy was mainly limited to the definition
of "the general rules of the game", without any serious intervention in economic
processes. However, since the end of the 19th century, directions and methods of state
economic policy underwent significant changes which accounted for more frequent
and complex manifestations of cycles and crises in the market economy. The objective
conditions which contributed to the emergence of the latter are as follows:

¢ imperfection of self - regulatory market economy,

e disproportion in the branch structure of the economy,

o the peculiarity of motility of the main capital,

o the nature of the dynamics of the cost of capital [Sargsyan 2012].

It should be emphasized that, in accordance with changes in nature and the
specifics of crises, in due course, it is necessary to change the nature and direction of
state anti-crisis regulation. Through the development and implementation of effective
anti-crisis policies on a global scale, it might be possible, to avoid, or at least make
future potential financial crises more predictable and manageable. Therefore, national
governments and international structures, first of all, should accumulate experience
from the last financial situation so that in the future, anti-crisis policy measures
become more effective and targeted.

3. The peculiarities of the present economic crisis caused by Coronavirus Pandemic

Due to the Coronavirus pandemic, the world economy has entered a phase of
another crisis at a reasonably rapid pace since March 2020. Earlier, in February, the
International Monetary Fund announced that in 2020, a global recession is likely to
occur, and it may be even more severe than the global financial crisis of 2008. The

56



current global economic crisis caused by the pandemic is unique, and it is quite
challenging to predict its possible depth. Governments in almost every country in the
world have tried, and are still trying, to find the right balance between saving lives
and national economies.

It should be noted that the coronavirus itself is not as terrible for the economy, as
the steps that almost all countries in the world have to take to protect themselves from
it. It is already clear that in 2020 the world economy is expected to experience a sharp
decline due to the severe quarantine and severe economic restrictions imposed by
many countries to prevent the spread of the epidemic.

Obviously, a number of sectors in the world economy will suffer the most. In
particular, tourism and aviation are the two areas that are most likely to become the
main "victims" of the coronavirus. According to new research from the World Travel
& Tourism Council (WTTC), more than 197 million jobs could be lost in the global
Travel & Tourism sector if barriers to global travel, such as blanket anti-travel
advisories and quarantine measures remain in place. The devastating figure comes
from WTTC economic modelling, which looks at the impact faced by the Travel and
Tourism sector amid local and global travel restrictions as a result of COVID-19. In
the worst-case scenario, where restrictions were lifted after the summer, the impact
would be more significant, putting a total of 197.5m million jobs at risk. This
represents an alarming 96 per cent rise from the most recent 100.8 million jobs WTTC
had previously estimated to be under threat from the coronavirus pandemic. The
impact of prolonged travel restrictions could also wipe out $5,543 billion in the
sector's contribution to global GDP, equating to a 62% per cent drop compared with
2019. Meanwhile, in the worst-case scenario, global international arrivals will suffer
a sharp decline of 73% and 64% for domestic arrivals?.

The International Civil Aviation Organization (ICAO) estimates that during the
first half of 2020, compared to their original forecast, there will be an overall reduction
of 47% to 58% of seats offered by airlines, 503 to 607 million passengers, and a
potential loss of gross of operating revenues of airlines of 112 to 135 billion USD?¥.
According to preliminary estimates the latter has already suffered a loss of more than
200 billion dollars due to the sharp reduction of flights due to the closure of air
corridors in many countries around the world?. The energy-exporting countries also
felt the full depth of the crisis. In almost all countries of the world, large industrial
companies are forced to close down due to the epidemic, as a result of which the
demand for energy carriers in the world market has sharply decreased and the
countries that produce them suffer significant financial losses.

The world financial markets also suffer significant losses. In particular, according
to the data published by the IMF, Investors have already removed 83 billion dollars

2https://wttc.org/News-Article/More-than-197m-Travel-Tourism-jobs-will-be-lost-due-to-prolonged-
27 ICAO Effects of Novel Coronavirus (Covid-19) on Civil Aviation: Economic Impact Analysis, 15 April
2020. 2020. https://www.icao.int/sustainability/Documents/COVID

9/ICAO Coronavirus Econ Impact.pdf URL.

28 https://www.ncbi.nlm.nih.gov/pmc/articles/PMC7269949/4#bb0140
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from emerging markets since the beginning of the crisis, the largest capital outflow
ever recorded and this process is still actively going on®.

As for the labor market, it is estimated, that at least 25 million people may become
unemployed’.

However, in reality, we should not think that the epidemic is the only cause of the
current economic crisis. Despite the outbreak of the coronavirus, the world economy
has already accumulated many negative factors and various serious challenges, which
would sooner or later lead to more serious economic shocks. In particular, we can
mention the trade confrontation between China and the United States, Brexit, the exit
of Great Britain from the European Union, the oil conflict between Russia and Saudi
Arabia, the deepening of the debt crisis in the world financial markets. In this regard,
it should be noted that the global gross debt is currently growing at a rapid rate, several
trillion dollars more than in 2008, which is already a matter of serious concern. Of
course, in addition to the above stated, other factors have already significantly
weakened the economies of major countries in the run-up to 2020, so there is no doubt
that the COVID-19 pandemic will become the "black swan", which smoothly will
push the world economy into a deep recession.

4. The impact of Coronavirus Pandemic on the macroeconomic
situation in Armenia and anti-crisis measures
of the Government of RA

According to the summary data of the socio-economic situation of the first half of
2020 published by the Statistical Committee of the Republic of Armenia, the
economic decline in Armenia in the mentioned period amounted 4.7%. According to
the same source, the decline in the main sectors of the economy is still continuing:
the decrease in the construction sector was 23.4%, trade turnover decreased by 11.1%,
the volume of services (excluding trade) decreased by 6.4%, exports decreased by 6.5%
and imports decreased by 12.9%3!.

Of course, giving a concrete numerical assessment of the damage to the Armenian
economy will be conditional. Still, based on official figures, it is more than 300 billion
drams for 1-st half of 2020.

To overcome the global financial and economic crisis, the Government of the
Republic of Armenia has elaborated and implemented several anti-crisis measures as
were the case in many countries around the world. Taking into account the impact of
the economic consequences of pandemic and restrictions on the Armenian economy,
the response of the anti-crisis policy of the Government of Armenia was directed to
the financial support of economic entities and population, as well as maintaining
financial liquidity of the business.

2 https://www.imf.org/en/News/Articles/2020/03/23/pr2098-imf-managing-director-statement-following-
a-g20-ministerial-call-on-the-coronavirus-emergency.

30 https://www.ilo.org/global/about-the-ilo/newsroom/news/WCMS_738742/lang--en/index.htm.

31 https://www.armstat.am/file/article/sv_06_20a_03.pdf.
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Governments around the world have allocated significant financial resources,
averaging between 7% and 15% of their GDP to support national economies in
overcoming the economic effects of the pandemic. In particular, 10% of GDP in the
USA, 15% in Great Britain, 18% in Italy, 15% in Spain, 21% in France, 6.5% in
Switzerland, 10% in Poland, 8% in Estonia, 6% in Georgia 4.7%, etc.

In March 2020, when the pandemic started to spread in Armenia, the government
announced about 150 billion AMD allocation as economic and social assistance
measures, which is about 2.3% of Armenia's GDP. Comparing this figure with the
other countries data, it becomes apparent that it is a very low indicator to ensure high
efficiency.

It should also be noted that the range of beneficiaries of support measures is
relatively narrow. Although the government has gradually expanded it to some
extent, many businesses and social groups are still left out of that range, which, of
course, might harm the socio-economic situation of the country.

In order to face furthermore serious challenges, it is necessary to review the
amount of anti-crisis measures, the allocations and the scope of their beneficiaries.
Taking into account the above, we can not speak about the high efficiency of those
measures.

One of the most important measures to overcome the current economic crisis is to
inject sufficient liquidity into the economy, which will help to avoid a sharp decline
in both aggregate supply and aggregate demand; otherwise, the economy will
inevitably find itself in a long period of decline. As we see, it is not sufficient in
Armenia at the moment.

During any economic crisis, governments are encouraged to expand the financing
of the economy, both through support for various sectors and through increased
budget spending. Of course, this will lead to an increase of the state budget deficit,
but if we do not take such steps, in the future, it will take more resources and a long
time to get the economy out of deep depression. Therefore, it is not accidental that
the representatives of the International Monetary Fund and other international
economic organizations repeatedly urge governments to expand the injection of
financial resources into the economy.

Besides, it is necessary to reopen all the economic activities which are under
"lockdown" as soon as possible, since it is essential for preventing the pandemic.

This will allow the economy to be somewhat more active, certainly not to its full
potential, as there are areas in which economic activity will be low for an indefinite
period: tourism, hotel industry, transportation, etc.

5. Conclusion

Taking into account the above mentioned, it is quite evident that to handle
the consequences of economic crises caused by Covid-19 and enhance the
effectiveness of measures taken, first of all, the fundamental goals that should be
aimed at during the implementation of the state’s anti-crisis measures should be
accurately defined.
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We believe that in order to handle the economic crisis effectively, it is necessary
to develop a set of clear criteria and guidelines for selecting the key directions of anti-
crisis measures that can be applied in the development of anti-crisis policy aimed at
overcoming crises. Those standards may be the following:

+ Stimulation of the real sector of the economy,

* Promoting the aggregate demand;

+ Financial assistance to crisis-affected companies,

* Protection of the domestic market and national producers;

+ Social orientation;

* Orientation to the development of scientific, technical and human potential;

* Ensuring access to credit resources;

* Enhancing the system of state guarantees;

+ Effective distribution and redistribution of state resources.
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