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The article examines and analyzes some important economic indicators of the Republic of Armenia for
more than 2.5 years after the country's accession to the EAEU, in particular, the dynamics of foreign trade, its
structure, the volume of foreign investment and transfer inflows into the country. In the article is calculated the
indicator of the openness of the country's economy, on the basis of which, based on the favorable geographical
location and favorable geopolitical events, are substantiated the role and importance of the country in the
region, especially in the context of the possible cooperation between the EU and the EAEU.
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Introduction

It is accepted throughout the world that, for some economic or political reasons, friendly
countries are entering into certain integration formations in order to achieve sustainability and synergy
of their activities. In the case of economic integration the purpose of the union is the use of raw
materials availability in one country and methods of processing - in another, a significant mutual
export-import of these countries, and an increase in labor productivity. Today, the most "young"
model of economic integration is the model of the Eurasian Economic Union (EAEU).

The Eurasian Economic Union is a regional organization of economic integration established
on the basis of the Treaty on the Eurasian Economic Union on May 29, 2014, which entered into force
in January 1, 2015, whose goal is to strengthen and modernize the economies of the member states of
the Union, strengthen ties between them, enhance competitiveness of states in the world market. This
is an economic union, but within the framework of the union cooperation is expected not only in
economic, but also in political, social, financial, medical, environmental, cultural and other fields. In
this sense, it is important to assess the mutual benefit of the EAEU as an integration unit, in particular
for the member states of the union, as well as the current state of cooperation. It is necessary to
mention that unlike the Customs Union, it sets not only trade rules, but also the most important
economic aspects and standards, including tax, customs, etc. The members of the Union are Russia,
Kazakhstan, Belarus, Armenia and Kyrgyzstan, which are obliged to release certain goods from
customs duties imported from third countries outside the EU, to impose duties at a single rate (thus
regulating trade relations between member states of the union and third countries).

Conflict settings

Armenia, having become a full-fledged member of the EAEU since January 2, 2015, has been
actively working within the framework of this structure for more than 2.5 years. Unfortunately,
membership coincided with international economic processes (in particular, the imposition of
economic sanctions on Russia), which had a negative impact on the country's economy, therefore,
Armenia's accession to the EAEU was mixed by economists, political scientists and the general public.
To date, some of them are categorically against cooperation with the EAEU and this issue is
considered only from the negative side, while others ignore the negative consequences, and see great
prospects. Initially, as a negative factor, was assumed the loss of Armenia's political independence,
despite the fact that the structure has economic, not political character. The next negative factor is
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related to the possible increase in the prices of imported goods from European countries in connection
with the introduction of a new customs regime.

Nevertheless, in fact, membership in the EAEU provides Armenia with new opportunities,
including expansion and modernization of production, import of fuel at prices cheaper than market
prices, an increase in local production, as well as investments in member countries, the formation of
new trade and economic relations with countries BRICS and the Shanghai Organization, the break of
the economic blockade with the creation of the North-South corridor. Having joined the EAEU,
Armenia has not only access to a capacious and protected market, but also provides the EAEU
countries with environmentally friendly, exquisite, elite products and intellectual resources. After all,
Armenia, like no other country of the union, has three main competitive advantages: the genetic
predisposition to knowledge, ethnic, cultural values and network characteristics associated with the
existence of the Armenian diaspora. The most vivid example of the above is the recently held
Armenia-Diaspora forum in Armenia, an important achievement of which was readiness and
commitment to the creation of an Co-Armenian council, as well as discussion of issues on increasing
investment inflows to Armenia, political and economic support to Armenia from The Diaspora.
According to the famous Russian economist, dean of the economic faculty of the Moscow State
University Alexander Auzan, the Armenian economy can and should grow faster than the more
complex and developed economies in the world, based on the historical role of the Armenian diaspora
in the world economic development [1]. Of course, including the opportunities and potential of the
Armenian diaspora in the positive process of integration of the EAEU will become a real new chance
for the union.

The sixth Russian-Armenian forum held in Yerevan on October 6 this year also underlined to
Armenia's important role in the EAEU, which, according to the director of the EAEU Institute
Vladimir Lepekhin, underscored the need for further development and strengthening of Eurasian
economic integration and Armenia's participation in it as one from its most active links [2], and now,
as adviser to the Russian President Sergey Glazyev noted on the margins of the Sixth Russian-
Armenian Interregional Forum of the Eurasian Partnership, Russia expects from Armenia to be
actively promoted to the Eurasian integration [3].

Armenia can also become a link between the 180 millionth market of EAEU and Iran in the
process of developing trade and economic relations, which can be facilitated by the activities of the
free economic zone in the southern part of the Syunik region, which, being on the border of the two
states, will serve Armenian and Iranian entrepreneurs and become an important component in
strengthening international cooperation. Armenia can really become the shortest route for Iran,
connecting the country through the Black Sea with the European Union, as well as a good corridor
linking the Persian Gulf and the Black Sea. The strategic geographical position of Armenia can
contribute to the creation of an effective regional and international transport and communication hub
ensuring reliable trade and economic ties between the countries of the EAEU, the Persian Gulf, South
and South-East Asia. Being the only country of the EAEU that has a land border with Iran, Armenia
can become a bridge for these countries, as well as for the EU and the EAEU countries.

Armenia has been actively developing relations with the countries of the Persian Gulf over the
past ten years, and especially with the United Arab Emirates, where they are well acquainted with
Armenians and their business skills, which creates favorable conditions for the development of
economic relations. The emirates highly appreciate the opportunities of Armenia as a member state of
the Eurasian Economic Union. As the Extraordinary and Plenipotentiary Ambassador of Armenia to
the United Arab Emirates Gegham Gharibjanyan said, the indicators of trade turnover for January-July
of this year compared with the same period in 2016 are encouraging: this volume increased 2.5 times
[4]. There are great opportunities for cooperation in the spheres of industry, jewelry and especially
food production.
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Armenia has every opportunity to enter major markets, and this is attractive not only for
foreign investors, but also for representatives of these markets.

The country is historically at the crossroads of the Silk Road and important trade routes and
has always been active in international trade. In this regard, Armenia must seriously apply the Chinese
initiative "One Zone, One Way", create a professional team that will follow the developments and
provide results to the government, organize a special program within which Chinese businessmen will
be offered an Armenian cheap labor and, In case of production in Armenia, it will be possible to sell
the results to the countries of the EAEU.

In fact, even now it is possible to say with a great degree of certainty that Armenia has its
place in the global Chinese project "The Economic Belt of the Silk Road" in any scenario.

It turns out that the way that China will build from the Persian Gulf to the Black Sea (*'Sea
Silk Road of the XXI Century") passes through Armenia, which has no access to the sea, but has such
a geopolitical location that is very attractive for the Chinese people in the case of the promotion of
goods to the European market through the Middle East and South Caucasus, through Iran, as well as
Armenia and Georgia [5].

Research results

Armenia, the only country in the region with a surplus in electricity generation, can actively
join the creation of a unified grid of the EAEU, which, according to preliminary data, will be activated
by the summer of 2019. Also, until 2018, the republic will be able to export gasoline at the zero
customs rate, and to the unified tariff of the EAEU it will be transferred starting from 2020. Already
by 2025 it is planned to form a single gas market, a single market for services, and a single financial
market. As for the trade and economic relations of the member countries, by this year the countries of
the EAEU can switch to mutual settlements in a single currency, especially in the trade in strategic
goods, and abandon the peg to the dollar, which will allow intensifying mutual settlements in national
currencies and reducing the dollarization of economies. Meanwhile, the desire to form a ruble zone
does not correspond to the economic reality, since the ruble dominates only in bilateral transactions
involving Russia, while in transactions between other states the dollar is prevailing, and the ruble does
not fulfill the function of a universal measure of value and mutual settlements.

Armenia's foreign trade issues are of great importance for the development of the Armenian
economy, especially given the fact that Armenia has adopted an export-oriented economic policy, and
the export and import structures have suffered serious changes after organizing cooperation within the
framework of the EAEU, since a year after joining the EAEU, a sharp decrease in export and import
was recorded at 26.5% and 3.9%, respectively.

At first glance it seems that such a decline is related to membership in the EAEU, but in fact,
the decline in export was mainly due to a decrease in domestic demand for domestic products, and a
reduction in import - a decrease in domestic demand and export problems, as well as devaluation of
the exchange rate [6].

According to the data of the last decade, Armenia’'s trade turnover amounted to 4,970.5 million
US dollars. At the same time, in 2016, Armenia's trade turnover amounted to $ 5,075.3 million, an
increase of 7% compared to the previous year, mainly due to export growth. Export increased by 20%
compared to the previous year, which led to an improvement in the trade balance.

In 2016, the volume of exports from Armenia amounted to a record amount for the period of
independence of 1,782 million dollars. If this trend persists following the results of 2017, this indicator
may approach the level of 2 billion US dollars. According to the data of 2016, the share of the four
main commodity groups of exports - mining, precious stones and metals, food and agricultural raw
materials - was 69.9%, which is quite large.
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Figure 1. Foreign trade of Armenia (million dollars)*

From this we can conclude that the export of goods from Armenia should be diversified and
cover more commaodity groups, which will reduce the country's economic vulnerability due to sharp
fluctuations in prices for certain goods in foreign markets, as well as structural changes in international
markets. In 2015, the decline in prices for gold, molybdenum and copper in the world market had a big
impact on Armenia's export status, as the share of these goods in Armenia's exports was quite high.
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Figure 2. Commodity structure of Armenia's export in 2006-2016. (%2

“Despite the fact that the exclusion of exports of these goods was not exhausted, it left a stamp
on Armenia's exports, moreover, the share of goods with a lower added value in the structure of
Armenian exports is quite high.

According to the results of the first 5 months of 2017, Armenia's foreign trade turnover with
the EAEU countries is $ 620 million, which is 21.3% more than in the same period in 2016. At the
same time, the bulk of trade turnover - 97.6% or more than 605 million US dollars - is trade with
Russia. With three other EAEU member states, the total trade turnover is only $ 14.8 million, as these
countries are not among the main 20 trading partners of Armenia. Based on trade indicators, the
potential of Armenia within the framework of the EAEU is limited by economic cooperation with

1 http://armstat.am/file/article/sv_12 16a 411.pdf
2 http://www.customs.am/Content.aspx?itn=csCIForeign TradeByProducts
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Russia and at the initial stage of the formation of the union, the deepening of these relations continues.
It is also important to note that Armenia imports more (2.4%) within the framework of the EAEU,
rather than exports (0.9%).

At this stage, the EAEU exports to Armenia mineral and fuel-energy raw materials (60.6% of
exports) and imports finished technological products (43.3%), which shows the low level and
noncompetitiveness of the industrial potential of the countries of the commonwealth. For Armenia, the
mutual trade turnover within the framework of the EAEU is only about 30% of the total foreign trade
turnover of the country.

According to the results of the first 8 months of 2017, Armenia's foreign trade turnover
amounted to 3 billion 880.6 million dollars, the growth rate - 24.4%, including the volume of exports
from Armenia amounted to 1 billion 383.2 million dollars, growth rate - 21.7%. The main export
commaodities were mining products ($ 297 million), food industry ($ 240 million), precious metals and
jewelry ($ 145 million), base metals ($ 132 million), light industry products ($ 51 million). Note that
the main areas of Armenian exports are the Russian Federation, the EU, Iran, Iraq, Georgia and
Switzerland.

In addition, the increase in mutual and foreign trade (with other countries, not members of the
union) in the Eurasian Economic Union is observed throughout the first half of 2017, which indicates
a steady economic growth in the countries of the Eurasian Economic Union.

Compared to the same period in 2016, the volume of foreign trade grew by 27.8% (by $ 63.5
billion). The volume of exports of goods increased by 29.6% ($ 41.6 billion), imports - by 24.9% ($
21.9 billion). The positive balance of foreign trade in goods increased from $ 52.1 billion in January-
June 2016 to $ 71.8 billion in January-June 2017.

The trade turnover of the EAEU states with third countries in the first half of 2017 reached $
292.2 billion, including exports - $ 182 billion, imports - $ 110.2 billion. The volume of mutual trade
of the countries of the Eurasian Economic Union in January-June 2017 grew compared with January-
June 2016 by 27% ($ 5.3 billion) and amounted to $ 25.1 billion. Most significantly - in 1.6 times (by
$ 1.2 billion) - increased mutual trade in metals and products from them. The mutual trade in
machinery, equipment and transport increased by 36.5% ($ 1.1 billion), foodstuffs and agricultural raw
materials by 22.7% ($ 730 million), mineral products - by 18.6% $ 1.1 billion).

Trade with the European Union continues to occupy a significant place in Armenia's foreign
economic relations. Armenia's trade with the EU in January-May 2017 amounted to 531 million
dollars, which is 15% more than in the same period last year [7]. This is due to the fact that Armenia is
included in the list of countries using the general system of trade preferences of the EU (GSP +) which
allows it to export more than 6,000 items of its own products to the EU countries for zeroed or
significantly reduced customs duties®. It should be noted that the EU has provided the GSP + regime to
9 countries, none of which is a member of the CIS and the EAEU, except Armenia [8].
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Figure 3. Foreign investments of Armenia, million dollars

3 http://europa.eu/european-union/about-eu/figures/living_en
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There is effective cooperation with the EU, including EU support for various instruments,
Horizon 2020, Kosme and other applications, and this cooperation continues, as also evidenced by the
preliminary signing of the agreement on a "Comprehensive and Expanded Partnership” between
Armenia and the EU, which does not contradict Armenia's obligations within the framework of the
Eurasian Economic Union and envisages cooperation in various sectors of the economy. The EU
countries are the largest donors and investors in Armenia and deepening the partnership with the
EAEU countries, Armenia does not stop cooperation with the EU, since it has no restrictions in the
spheres of cooperation, investments, dialogues with European partners and sees itself as a country that
brings these two markets closer. As for the level of attracting foreign investment, in the last two years
the investment flow has sharply decreased, but increased in the first 8 months of 2017.

In recent years, the largest investments in Armenia were made by the Russian Federation.
Moreover, if many countries investing in Armenia have a certain orientation of investments, the
Russian Federation does not have such a position, since Russian capital is invested and operates in
virtually all sectors of the Armenian economy, especially in the areas of electricity, gas and
telecommunications. There are more than 1,400 joint ventures in Armenia with joint Armenian-
Russian or all-Russian capital.

From the EAEU member countries Armenia and Belarus do not have investments. The last
time Belarus invested in Armenia only in 2010 was 177.000 dollars, investments from Kazakhstan
were made in 2010 and 2011 and amounted to 17.3 thousand US dollars and 5.5 thousand US dollars,
and from Kyrgyzstan there was no investment implemented in general.
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Figure 4. Total inflow of RA transfers in 2008-2016, million dollars

Armenian capital also actively participates in the territory of the EAEU, especially in recent
years, investments from Armenia have grown in Russia and Belarus. Unfortunately, this year, in the
percentage ratio, the amounts sent to Armenia from the EAEU member countries-Kazakhstan and
Russia-have significantly decreased. Conversely, transfers in the opposite direction grew from
Armenia to Russia and Kazakhstan. Over the past three years, the number of small and medium-sized
enterprises, formed by citizens of Armenia, has more than doubled (to 145) in Kazakhstan [9]. It
should be noted that remittances sent by Armenian citizens who work in Kazakhstan are three times
higher than the entire trade turnover between the countries ($ 18.9 million in 2016) [10]. In addition,
in 2016, in the real sector of Armenia's economy, foreign investments decreased by more than 70
percent. In this case again, the lion's share of the recession fell on Russian investment.

Let's consider another indicator of the Armenian economy before and after the membership of
the EAEU - the index of openness of the economy, which is calculated as the ratio of the country's
total trade (the amount of exports and imports) to the country's GDP (Openness Index = (exports +
imports) / GDP * 100%).
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Table 1.
Armenian economy openness index in 2012-2016, %
Year Export Import (million,$) GDP (million,$) Openness index, %
(million,$)

2012 1380.2 4261.2 10619.4 53

2013 1478.7 4385.9 11121.3 53

2014 1547.3 4424.4 11609.5 51

2015 1485.3 3239.2 10529.1 45

2016 1782.9 3292.4 10547.3 48

2017r. January-June 993.9 1821.2 4492.7 62.7

The interpretation of the index is that the higher this indicator, the greater the impact of trade
on the domestic market and the stronger the economy of the country. This indicator in Armenia in
2016 reached 48.11%. This ratio is considered to be relatively high and means that every $ 100 in
Armenia depends on the $48 of the world economy. This percentage would be considered acceptable
if its largest share was for export. But in 2016, imports accounted for about 65% of total foreign trade.
Deeper analysis of the time series of this coefficient over the last 5 years shows that it has declined -
from 53% in 2012 to 48% in 2016, but in the first half of 2017, its increase was noted.

It should be noted that Armenia achieved progress in the sphere of economic competition in
all three main areas - the indicator of the effectiveness of the antimonopoly policy (40th place), the
index of influence of the dominant subjects on competition (28th) and the intensity of local
competition (66th place) [11]. For all the above mentioned indicators, Armenia is the leader among the
member countries of the EAEU. Progress was also made thanks to Armenia's accession to the EAEU,
which led to significant activity and a decrease in market concentration.

In addition to trade and investment of goods and services, the EAEU member countries,
including Armenia, also cooperate in other areas. In particular, Armenia, having joined the EAEU, has
concluded agreements on consumer rights protection, agreed monetary policy, systematic transport
policy, procurement regulation, protection of intellectual property rights, compilation and
dissemination of official statistical information, etc. In connection with the accession to the EAEU,
changes were made in the area of labor and social protection, the granting of licenses to business
entities, in the medical and transport sectors.

It is especially important for Armenia to deepen cooperation in the field of information
technologies. On December 26, 2016, the heads of the EAEU states signed a statement on the digital
agenda, which is an effective mechanism for the formation and functioning of a single digital territory
of the member states of the Union, which will create an opportunity for the development of digital
economies and economic progress of the EAEU member countries. Armenia puts an emphasis on the
digitalization of the economy and a small economy in this matter can become the main advantage of
the republic. It should be noted that until the year 2019, digital transformation processes will be
simulated, the first initiatives will be developed and launch projects launched, among which we can
already single out such as the development of digital traceability of products, goods, services and
digital assets, digital industrial cooperation, electronic commerce and government procurement, digital
transport corridors, cross-border data turnover. In this context, it is especially important to reach
agreement on the compatibility of digital economic standards with the members of the Eurasian
Economic Union and China, for the transit of goods, services and capital on digital platforms.

Today, the sphere of information technologies in Armenia is considered to be a priority and
the annual growth in this sphere is on average 20-25%. As a result of the first 8 months of 2017, 35%
growth has already been achieved [12]. It is expected that during the next 5 years the Armenian IT
sector will provide higher growth rates, therefore Armenia should demonstrate its decisive role in the
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field of IT, becoming the center and donor of technologies for many countries. This is especially
important if we take into account the great potential and comparative advantages in comparison with
Belarus and Kazakhstan.

In this sense, Armenia can provide other countries of the EAEU with good and advanced
programmers, and also have the financial resources coming from activities in the information
technology industry.

Conclusion

Today, the Armenian government requires the implementation of an effective economic policy
and concrete steps for the development of the Armenian economy. Armenia is an important bridge and
should strengthen its position in the future as a connecting geopolitical link. Armenia's importance for
the transport and energy corridor of the North-South, as well as its role in the development of trade
and economic ties between Iran and Georgia can not be underestimated, and it's not just about using
the territory of Armenia as a transit between them, but also about the possibility of trilateral
cooperation and implementation of joint projects. This is facilitated by free trade between Armenia
and Georgia, and additional benefits and favorable terms of trade provided to Armenia by the
European Union after the re-establishment of integration ties with this regional alliance. In this sense,
Armenia should be active and use its membership in the Eurasian Economic Union to attract both
Georgian and Iranian investors and offer its own alternative.
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POJIb 1 3HAYEHUE APMEHUHU B EBPASUMCKOW MHTET PAIIUA

K.A. Hepcucsan, H.B. banasu
Lywunckuil mexnono2udeckKull yHugepcumem

B craree paccMmarpuBarOTCS M aHAIH3UPYIOTCS HEKOTOPBIC BAXKHBIE >KOHOMHYECKHE ITOKA3aTeNn
PecniyOnmmkun ApmeHus 3a Oonee dem 2.5 roma mocie BeTymieHus ctpanbl B EADC, B acTHOCTH: TWHAMHKA
BHEIITHEH TOPTOBIH, €r0 CTPYKTYpa, 0OBEMBI MHOCTPAHHBIX WHBECTHLNH M TPaHC(EPTHBIX MPUTOKOB B CTPaHY.
PaccunTaHn moka3aTenb OTKPBITOCTH 3KOHOMMKM CTPaHBl, HA OCHOBE KOTOPOTO, a TaKXKe C YIeTOM BBITOJHOTO
reorpaMuecKoro pacrojoKeHHs U OJIarONMPUSTHBIX T'€OMOJUTHUECKUX COOBITHI, 0OOCHOBBIBAETCS MTOBBILICHUE

POJIM ¥ 3HAYESHHUS CTPaHBI B PErHOHE, 0COOEHHO B KOHTEKCTE BO3MOXKHOTO coTpyaHuyecTBa Mexay EC u EADC.
KuaroueBslie cioBa: EADC, perrnoHanbHOE COTPYIHUYECTBO, KOHKYPEHTHBIC ITPEUMYIIIECTBA,

BHEIIHETOPTOBBIH 000POT, WHOCTPAaHHBIE MHBECTHUIIUH, TPAHCIIOPTHBIM W DHEPTreTHYECKUN KOPHUIOP

Cesep-tOr, enunas nudposas TeppuTOpusI.
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