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The issue of economic development was consideaatirgf from B.C. by
the greatest philosophers. Theoretically it wamfmat by mercantilists and then
continued by A. Smith. In our days, it is discusbgd®. Samuelsson, M. Porter
and other modern economists. Despite the invegiigaf this issue through the
economic history, still there is not a single moafekéconomic development. At
the same time, there are hundreds of examples arfoeac development in
different countries, which show that the paths cbremic development are
different, but the target of economic developmerdategy is more or less the
same: economic development based on increase adigtreity of labour force.
So, the key factor of the economic developmenteisoming qualified labour
force.

For the last 30 years the nations that surpriseth wheir economic
developments had been lIreland and several Asiamtwes (South Korea,
Japan, China, Singapore, etc.). Although they h#fdreint approaches to the
strategy of economic development depending on teeamomic conditions,
resource abilities, culture and traditions, thessrin both cases was on private
sector and upgrading of qualification, skills andbowledge of labour force.
Moreover, different international statistic soursé®w that today, the countries
with domination of private sector have faster eenitodevelopment rate rather
than countries with dominant public sector. It doe$ mean that the role of
public sector has to be nullified as the latterdlied to create and protect equal
free market conditions for anyone

At the same time, strong pool of economists isditanpfor positive effects
of protection policy on the economic developmenivai. They are sure that if
the strategy of economic development invovies ptaie policy called to
strengthen the free market principles, then itatds that the government has
this kind of policy. In other cases, the protectpolicy could have negative
effects on the economic development of the couintthe long run. So, if the
protection policy is called to create equal starditions of free market, then it
IS required to be implemented. At the same timeatoon of good educational
system for excellency is the obligation of the goweent.

The excellent examples of this strategy (natioowsgetitive strategy) could
be development model of Ireland and South Korea. the first case, the
government stood for foreign direct investmentsnpytion as well as creation
of strong bases for infrastructure such as telecomication, transportation and
education promoting exports of the country. For tkerean case, the

1 Bhagwati J. Protectionism. Cambridge, Mass.: MIT Press, 1988.



Key Factors of Strategy of Economic Development 181

government promoted operation of SMEs and agaégtiom of infrastructure
such as telecommunication, transportation and eiductd promote the exports
of the country. In both countries stress on edanati system was made in
natural scientific fields, especially in those, efiare boosting high tech sector
developmenfs

These two development models were based on govetnpmtection
policy, which was targeted on the promotion of dstite production and
exports. But the protection policy of these cowsrivas indirect one, which
created bases for effective domestic productioherathan directly promoting
it. In other cases, assisting domestic companiesxpmrt or to increase their
production leads to decrease the quality of pradast well as “energy” of
perfecting tools and principles of competing withey companies. So, it could
be stated that the Governments of Ireland and Koreated such legal and
institutional adjustments that promoted innovateomd investments so as to
develop an efficient production and distributiorsteyn for goods and services.
Latin American countries are another example wittlirect state protection
policy, but the results are not impressive, mayimgause of the non-correct
combination of free trade and protection policy.

It is important to mention that despite the diffwes of economic
development models, the factors of it are thrgehifman resources, (ii) capital
resources and (iii) natural resources, where humswources factor is correlated
with labor supply function, capital resources te Having function; and natural
resources to the production functidins

Most economists are sure that human resourcesharenajor engine of
economic development as the level of today's teldgyo allows to
import/export all other resources. It is becomingremore powerful factor of
economic development, when it is characterizedkaius and knowledgeable.
In this case, the country could export scientifitensive products, which
require very little of other resources as well ransportation. This approach is
becoming even more realistic, when taking into mersition that the new
technology and foreign trade are becoming forth féitid factors of economic
development. Moreover, these two factors are tgrtinbe the major engine of
economic development of the country as they areomdy factors, but also
promoters for other three factors of economic dgwslent. This approach was
considered by A. Smith in the i&entury as he was sure that the wealth of
nation depends on the productivity of labor force.

In conclusion, we would like to say that the targétstrategy of any
country’s economic development has to be nationsgeoty based on
productivity increase in the economy. For the pabiity increase in the
economy the country has to have skillful labor &r€or continuous upgrading

2 sakong |. Korea in the World Economy. Institute for International Economics. Washington,
D.C. 1993.

% Nelson R. R. Technology, Institutions and Economic Growth. Harvard University Press.
USA. 2005.



182 Hovhannisyan H. V.

of skills, knowledge, and qualification of labowrde, the country needs to
make investments in R&D as well. In other cases,|&bour force would have
theoretical qualification, which could not work etfively in practice. All other
factors of economic development are derivativest oh today’s globalized
world. This approach is involved in the strategyecbnomic development of
Ireland and South Korea, the countries which etiter2f' century with well
developed high tech sectors, while in the 1970dr tlkeonomies were
underdeveloped. It could be presented by #1 Diagram

#1 Diagram: Strategy of Economic Devel opment
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According to the diagram, the strategy of the gorent has to put stress on
the productivity growth in the economy. In its tuitnhas to be based on
upgrading educational system, infrastructure of #dwmnomy as well as
promoting investments (private (foreign and donegstpublic and grants of
international organizations) into research and kig@ment sphere of the
economy.

Coming back to Armenia, it must be mentioned thamnénia has good
potential for human resource development or labmaductivity increase.
Today, statistics have already shown that high giowas been registered in
those sectors of Armenian economy, where qualifédxbur force is required
(such as software development and diamond poli3hiAg the same time,
Armenia has approximately 7 min Diaspora, whichcansidered external
human resources for the country by modern econsnidéaspora could be used
as investor promoters, knowledge investor, busicass for the home country
as well as domestic products consumers and exporngiers in foreign
countries. The excellent examples of using the abmentioned channels of
Diaspora for domestic economic development are &hindia, Israel and
Ireland. If in China the involvement of Diaspor&dreconomic development of
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the home country was spontaneous, then in Indiagllsand Ireland, it was
involved in the Government strategy of economicetteyment.

So, with well elaborated strategy of economic deperlent stressing
upgrading of human resource qualification and priconoof Diaspora to be
engaged in home country development, Armenia, tnsndar future, could be
turned into well developed country in the world momy. Currently, Armenia
considers Diaspora investors, while as it has Imeentioned Diaspora could be
as an intermediary for investments, exports, cquintage building as well as
skills, knowledge and qualification importers te thome country.

Armenia is a country with small consumer marketiclvimeans that foreign
trade is among the first factors of economic dgwelent. At the same time,
small market means high cost of production becafiseale of economy. So, it
would be better if the Government of Armenia putsrenstress to ease the
export procedure of Armenia as well as to providee finformation about
import systems of other countries to domestic pecedst It will indirectly
promote exports of Armenia as in the most casesjedtic producers do not
export because of lack of information.

So, the economic development strategy of the cpuras to be targeted on
nation prosperity based on productivity growth e teconomy, where the
major stress had to be put on upgrading the sKillabor force through
education system modernization based on world matkanges. The second
major stress has to be put on infrastructure dewedmt and modernization,
which is the connection channel of the private @eetith the world. The
strategy implementing plan has to be harmonic coatlin of free trade and
protection policies, where again one of the majoesses is on overall
productivity growth in the economy.
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KJIIOYEBBIE PAKTOPBI CTPATETMY DKOHOMUWYECKOI'O PA3BUTUA

OTAHECAH A. B.
(Pecniy6nuxa Apmenus, r. EpeBan)

Pesome

Crparerns 5KOHOMHUYECKOTO PasBUTHA JOJDKHA OBITH OCHOBaHA Ha yCOBEpIIEHCTBOBAHHH
KauecTBa pabodueil cmibl. B pamkax gaHHOU cTpaternu OBLTO GBI JKeJaTeIbHO, UTOGHI B
nporpamMmax IIpaBuTenbcTBa APMEHMH IIO PasBUTUIO SKOHOMMKM GOJIbIIe BHHUMAHUA YZAENA-
JIOCh YIy4YIIeHMIO KadecTBa pabodeil CHIBI Yepe3 MOIEPHHU3ANUIO CHCTeM OOpa3sOBaHMA U
TPeHHUHT IIeHTPOB.



