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THE  STRATEGIC  WAY  OF  SOLVING  THE  PROBLEM  OF  THE  SEVAN   
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2  
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______________________________________________________ 
 

Lake Sevan is a freshwater and highland lake. The lake is bordered by the mountain ranges of 

Geghama in the west, Vardenis to the southwest and Areguni, Sevan and Eastern Sevan  in the north-east. The 

lake is composed of the Greater and the Small Sevans which are separated from each other by the capes of 

Artanish and Noratus connected with an underwater hill. Before the artificial lowering of the lake level its length 

was 75 km long, the average width was 19 km (maximum 32 km), the average depth was 41.3 m and the depth of 

the deepest part called the Small Sevan was 98.7 m. In these conditions the total capacity of the lake was 58.5 

billion cubic meters and after an artificial reduction of water level it comprised about 33 billion cubic meters 

minimum. 28 rivers are flowing into Lake Sevan: Dzknaget, Gavaraget, Argichi, Vardenis and so on. The Sevan 

is also fed with underground springs and atmospheric precipitations. Only the Hrazdan originates from the 

Sevan. The Sevan is the only major natural drinking water reservoir in the region. But over the last decades 

under the anthropogenic impacts the lake's ecosystem has been damaged causing marsh processes which may 

become irreversible in the near future. In this work it is proposed to raise the water level in Lake Sevan up to 

1915.57 m as a solution to the problem and the technical capabilities of its implementation are given. 

 

Key words: water, spring, evaporation, water level, reservoir, Arpa - Sevan tunnel, ecosystem. 

 

Introduction   

In 1930-1960 of the XX century Sevan-Hrazdan cascade was built on the river Hrazdan with 

its 6 hydropower stations the exploitation of which recessed the stage of the lake. It turned out that 

during the water runoff the ecological condition of the lake gets worse more quickly than it was 

supposed. In 1964 the lake had already lost 40% of its ancient supplies, the maximum depth of the 

lake had reached up to 80 meters, the average water stage was recessed by 13,5 meters. As a result the 

bed of the Small Sevan recessed by 36,5 km
2
, that of the Great Sevan by 116 km

2
, the amount of 

oxygen in water was recessed, the lake began to freeze more often (after 1947 for more than twenty 

times). To prevet the disaster it was decided not to let the water runoff  of the lake any more  with the 

purpose of getting electricity. However, despite the activities being held (mainly the operation of Arpa 

–Sevan tunnel), for the coutry’s survival it was necessary to realize water intake of 1,5 billion cubic 

meters annually during Artsakh war with energetic purposes. In the beginning of the XXI century the 

lake stage was recessed by 19,25 meters.  

  In the last decades of the XX century as a result of physico - chemical and biological changes 

the lake began to get old and to swamp, to cover with green and blue algaes. These changes had 

negative influence on the fauna of the lake. The first alarm on the distortion of ecosystem of the lake 

was in 1958 when by the negotiation of central committee of the Communist party of Armenia and the 

council of Ministers the government of Soviet Union had recessed the stage of the Sevan till 500 mln 

cubioc meters from which 380 mln cubic meters were allowed to be used for irrigation. However, even 

after this important decision the lake stage continued to lower. The distorted ecosystem contributed to 

swamping of lake Sevan as possible. It was urgent to search for new ways of energetics and providing 

irrigation and to prevent further recession of lake stage of the Sevan. A new project of utilization of 

the Sevan was admitted in 1961 which foresaw to keep the lake stage on 1898 meters and in this case, 

as a result of evaporation and recession of underground flows it would be possible to outlet 180 mln 

cubic meters water from the Hrazdan without further recession of lake stage (in natural conditions 

instead of 50 mln cubic meters). To cover the shortage in water for irrigation many pumping stations 

were built through which the southern rivers of the republic were directed to the working canals of 

Artashat, the lower Hrazdan and Ejmiatsin. Particularly, Artashat pumping station was built in 1967 

which lightened the «bother» of the Sevan for 50 mln cubic meters. Later on the pumping station of 
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Mkhchyan was built in 1968 which supplies the agriculture with additional 125 mln cubic meters 

water. In 1966 Aparan, in 1976 Azat and in 1981 Akhuryan reservoirs were exploited with 

respectively 91 mln, 70 mln and 525 mln cubic meters capacity [1, 2, 3].  

By the authorities of the Republic of Armenia consistent activities have recently been done to 

rise lake stage of the Sevan and to improve the water ecosystem. The Law «On lake Sevan» was 

accepted [4] and by the order of the president of the RA the Committee on the issues of lake Sevan 

was created [5].   

It is worth to mention that before the collapse of the USSR in the condition of unprecedented 

capacities of reservoir construction the regular water course of Armenia was already supported by 83 

reservoirs which were accumulating 1,1 billion cubic meters water (without Sarsang reservoir) [6]. 

The problem of energetics was solved by the construction of Metsamor nuclear power station. But our 

nation had to suffer another great disaster: after the earthquake of Spitak in 1989 the station had been 

stopped and it was reoperated only in 1995 which had had not only great economic, but also social and 

political significance.       

The construction of Vorotan-Arpa-Sevan hydro-technical complex was of utmost importance 

for the protection of Lake Sevan and the efficient utilization of its supplies. To rise the lake stage 

Vorotan-Arpa-Sevan tunnel transports part of the flow of the Vorotan, Arpa and Yeghegis rivers to the 

lake. The annual technical capacity of the tunnel is estimated as 465 million cubic meters. It is formed 

by Arpa-Sevan tunnel (built in 1981, it can transport up to 300 million m
3
 per year from River Arpa to 

Sevan) and Vorotan-Arpa tunnel (built in 2004, it can transport additional 165 million m
3
 annually 

from Vorotan River via Arpa-Sevan to Lake Sevan) [7]. For the protection of the ecosystem of Lake 

Sevan “Sevan” National Park was created in 1978.  

It was decided to rise the stage of Lake Sevan up to 1905 m above sea level at the beginning 

of the 21st century [8]. According to the program, the actual water level will be 1903.5 meters. The 

remaining 1.5 meters will make the height of the wave. Currently, the lake stage is 1900.13 m which is 

equal to the lake stage in 1963. During the elevated water level 1697 buildings and structures will be 

covered with water, only 481 of which are officially registered and the remaining 1216 are illegal. 7 

km watercourses, 18 km of electricity transmission lines, 35 substations, 19 km of gas pipelines will 

be covered under the water. 15 km of road will be covered with water. It was foreseen to rise the level 

stage of the Sevan by 1903,5 meters up to 2032 meters. Annual water level should rise to 

approximately 21.6cm [7]. 

The importance of the work done to prevent the recession of the level of Lake Sevan and to 

rise it is evident. But today these actions can not be considered sufficient to solve the problem of Lake 

Sevan. There is a need to adopt a strategic decision to rise the level stage of Lake Sevan up to the 

recorded rate of 1915.57 m which was registered in 1915. This should become the target for soving the 

problem of Lake Sevan.   

By one of the first steps to solve the problem of Lake Sevan it is necessary to determine the 

water balance of the lake more completely and accurately and the dimensions of its individual 

components. It primarily refers to the determination of the dimension of evaporation which is the 

largest component of the balance and which greatly influences the most important element of the level 

stage flashing - the active yield of water. 

 The hydrometeorological monitoring has been done in the basin of lake Sevan for more than 

hundred years. The necessary measurable dimensions are recorded and necessary analyses have been 

done. Since the water amount out of the lake exceeded the natural runoff (1933), the controlled water 

intake is also measured (to the Hrazdan) with its transportation indexes through Arpa-Sevan tunnel 

(since 1981). However, the calculated dimensions of water balance elements and especially 

evaporation value are not reliable which make the estimation of total water balance dimension. The 

main reason of this is the lack of objects of monitoring realized towards the components of the 

balance, the old equipments and the imperfection of determination of calculating methods. Hence, we 

have the need to improve the calculating methods and to realize the monitoring [9]. 



WATER SYSTEMS 

 

 5 

The reliability of the formation of water balance of lake Sevan will increase in case of the 

complete determination of its components, expanding of the mentioned observations, overviewing the 

methods of their operations and improving them.  It is possible only in realization of hydrological 

monitoring and improving the methodology of balance projecting. It will enable 

  To get complete and reliable hydrological information about Lake Sevan and the 

description of water objects of its basin for timely calculating intervals,  

 For the purpose of making justified decisions on hydroeconomic activities, to determine 

more precisely the water supply of the lake for the estimated period and the values of water regime 

change, 

 To make an adequate water and hydoeconomic balance of the lake which will include the 

integrity of its components, the accuracy of its determination and its reliability.   

The evaporation of the surface of lake Sevan is greater for 3,5 times than its average water 

yield. Hence we have the importance of of determination of measuring the evaporation and its 

summative value. Now the value of evaporation is determined by calculating method using the 

previous statistical and other empiric relations on the basis of the measurments [10]. The aimed task is 

to provide the opportunity of realizing the monitoring with contemporary methods and to review the 

methods of the calculation of evaporation.   

The surface indraft is the main in its natural indraft. The flow measurments are not sufficient 

and the methodology to determine the surface indraft is not reliable through them. It is necessary to 

operate new approaches by which it will be possible to account the river flows, the water intake of the 

rivers and flow change.  

The precipitations on the lake surface, as a rule, are less than on coastal line and have 

chronological fluctuations. So they should be immediately measured (mainly on the Great Sevan) and 

new empiric relations should be created to clarify the seasonal amount of the precipitations.  

Measurements of the stage of Lake Sevan the volume of water accumulated in the lake is 

determined by, along with the measurements of the lake managing components, allow for immediate 

determination of the lake's active water lubrication and water balance error. The inflow of 

groundwater in the lake is now taken in the water balance equal to 93 million m
3
, stable over the years 

per month. This size and its ability to be persistent and equal are susseptible. The groundwater inflow 

rate, as a rule, is estimated by different dimensions at different levels for the gradual stages of the 

development of the lake’s problem. Particularly, after the cessation of the recession of lake level the 

inflow was calculated equal to 120 million m
3
, the correctness of which is also very suspicious. There 

is a need to develop a new calculation method for the level rise, taking into account the fact that, along 

with the rising water level, it is supposed to activate filtration phenomena on coastal ground. While 

reviewing groundwater inflow it will be necessary to compile the water balance of the lake's 

catchment basin to determine the flow of deep water and to determine the amount of water filtration  

and to reconsider calculations done previously. 

It is desirable to make the water balance of the catchment basin of the lake making it 

"correspondent" to the lake's balance and evaluating the annual and seasonal fluctuations of 

groundwater inflow of the lake. This will require additional climatic observations and episodic 

measurements. 

 

Conflict setting   

To solve the problems of lake Sevan, the following tasks are set forward: 

1. Determination of the evaporation amount from the  surface of lake Sevan; 

2. Estimation of underground runoff and river inflow of lake Sevan; 

3. The justification of rising the lake stage up to 1915,57 meters and road map development.   

 

Research results   

The following research program is suggested to be applied:  
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 Review and improvement of the methodology of determination of the evaporation amount 

from lake surface and  development of calculation package program,      

 Improvement of surface inflow estimation methodology, 

 Revaluation of seasonal and annual precipitation on the surface of lake Sevan, 

modernization of calculating methods, 

 Modernization of prediction of the methodology of natural flow of the lake (active yield of 

water), 

 Making the water balance of the catchment basin and balance estimation of hydrological 

parameters of underground water inflow of the lake, 

 The clarification of the methodology of determination of underground inflow and runoff 

of the lake according to the lake stage changes, 

 Modernization of the method of balance development of the lake and development of 

guideline of correcting the previous mistakes and balances of the lake, 

 Development of the methodology of determination of the influence of climatic change on 

the lake and   water resources of its basin and the determination of calculation characteristics. 

Development of scenarios on air temperature, moisture and wind speed changes of the Sevan basin on 

the basis of global change of climate and the results of regional models.      

The vaporization is one of the main components of outcome of water balance of the lake 

Sevan. In the conditions of natural high level of the lake (1915,57 m above sea level)  it comprised 

more than 90 percent of inflow water balance , i.e. more than 90 percent of the water flowing into the 

lake was lost as a result of vaporization.     Parallel with the recession of lake stage as a result of its 

surface reduction the amount of water used for vaporization was also reduced. Nowadays, i.e. in case 

of horizon about 15 m below natural level the size of vaporization comprises about 80-85% of its 

inflow. However, this value needs to be clarified and the issues connected with the evaporation of the 

lake are modern.   

Various methods were developed to determine the factors which the vaporization of lake 

Sevan is conditioned by such as limnetic air layer temperature, moisture, wind speed and water surface 

temperature. The  evaporation value of lake Sevan was determined by these methods for different 

times and the predictions have been done on the vaporization.    

In Figure 1 the annual sizes of vaporization of lake Sevan calculated by the methods of 

turbulent diffusion and evaporators are shown. The long term process of lake stage is also shown 

there.  
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Despite the certain annual fluctuations (740…970 mm) according to evaporation size and 

conditioned by weather and climatic factors its value has not been changed. It means that the thickness 

of annual layer of evaporation of lake Sevan is not significantly dependant on lake stage. However, in 

case of the change of mentioned size of lake stage (14 m) any relation between the value of 

evaporation of the lake and the stage has not been found.  The average annual value of evaporation 

calculated for 1952-2001 observations comprises 865 mm. 

Based on the average multi year evaporation value of 865 mm and taking into account that in 

case of  1896,32 m water level the surface of lake Sevan is equal to about  1240 km
2
,  the evaporation 

size  will coprise 1240 mln m
2
 x 0,865 m = 1073 mln m

3
: 

In Table 1 the annual sizes of evaporation for different levels of lake Sevan are shown in case 

of 865 mm evaporation value.  

So, we came to the conclusion that the difference in case of the further (1903,5 m) and the 

previous natural (1915,57 m)  indicators of evaporation from lake Sevan will totally comprise only 95 

mln m
3. 

.  

In the first case, accepting the miracle of evaporation indicator as 10%, the annual evaporation 

size in   1915,57 m indicator we will get  1348 mln m
3 

 or the difference in case of the further (1903,5 

m) and the previous natural (1915,57 մ )  indicators of evaporation from lake Sevan will totally 

comprise only 218 mln m
3 

. This almost coinsides with the indicator of 1430 mln m
3
  brought in  [11 

and 14] in case of the worst scenario of development.  

 

Table  1 

Annual sizes of evaporation calculated for different levels of lake Sevan   

 

Lake level, m Surface , km
2
 Vaporization , mln m

3
 

1896,32 1240 1073 

1900,20 1275 1103 

1903,50 1306 1130 

1915,57 1416 1225  

 

The ways of rising the lake stage till 1915,57 m: is the rising of lake stage of the Sevan till 

1915,57 m realistic and what will it give to the Republic of Armenia?    

The answers to these two questons are affirmative:    

 The solution of the problem is realistic,  

 It will give the country additional political importance, will solve the social probolems of 

the population, will provide stable progress for the development of the economy. 

Let us justify our words: according to the example in 2000 of [7]  the sum of the components 

of water balance of inflow to lake Sevan is 1222,7 mln m
3 
 which has the following components. 

 Rivers flowing into the lake  comprise 740,5 mnl m
3
, 

 Precipitations on the lake surface comprise 388 mln m
3
, 

 Underground flow comprises 94,2 mln m
3
. 

The above mentiond indicators in case of temperature rise 2
0  

and water level of  1915,57 m 

the river  water amount will reduce to 702 mln m
3
, and the precipitations on the lake to 352,7 mln m

3
 

[11].  As a result the sum of natural components in the content of inflow of water balance of lake 

Sevan, in case of the worst scenario and water level of  1915,57 m will be  1148,9 mln m
3
 .  

The sum of natural components in the runoff of water balance of the lake comprises 1555,3 

mln m
3
 in the example of 2000.  
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 According to [7], along the Hrazdan the maximum runoff  is 170 mln m
3
, 

 Evaporation from lake surface  is 1370,9 mln m
3
, 

 Underground flow is   14,4 mln m
3
. 

The above mentioned indicators in the worst scenario and water level of 1915,57 m will make 

the evaporation from lake sutface be  1430 mln m
3
 [11] and the underground flow will be 98 mln m

3
 

[12, 13].   

At the same time the runoff of lake Sevan which passes through the Hrazdan will come to its 

initial size  which is  50 m
3
. As a result, the sum of natural components in the content of runoff of 

water balance of the lake in the case of the worst scenario and in 1915,57 m indicator will comprise 

1578 mln m
3
.   

The annual balance of lake Sevan in the worst scenario in the water level indicator of 1915,57 

m will be -429,1 mnl m
3
.    

The rise of the indicator of Arpa – Sevan tunnel terminal will enable to transfer 554 mln m
3
 

water to lake Sevan through the tunnel.  

The annual water balance for 1915,57 m and in case of the realization of the above mentioned 

activities and in the worst scenario will be affirmative as 125 mln m
3
.  

So, in the worst scenario it will be possible to rise the lake stage at least for 10 cm.  

For the purpose of irrigation the water intake from lake Sevan will be compensated due to the 

exploitation of Yeghvard reservoir for 90 mln m
3
, from Marmarik reservoir 23 mln m

3
, in case of Vedi 

reservoir 20 mln m
3
 also. The construction of other reservoirs should also be foreseen.   

 

Conclusions.  

In case of rising the water level of lake Sevan to 1915,57 m the solution of the following tasks 

will be possible: 

1. The water quality of the lake will be restored being correspondent to drinking water 

demands. It should be taken into account that to solve the task set for construction of Yeghvard 

reservoir about 90 mln US $ will be spent, for Vedi reservoir 60 mln US $, for the new tunnel of 26 

km length in Yeghegis - Sevan section about 400 mln US $ and for reconstruction of coastal 

infrastructures 500 mln US $ will be needed and the same amount of money for water transfer system, 

in the end we will have 1,5 billion  US $  expences.  Taking into account that in world market the 

drinkimg water (bottled) is 370 US $/m
3
 and the trade discounts, it can be priced as the 29,6 US $/m

3
.  

If we admit that as a raw material the water will be sold by 1,0% of its bottled price minimum, we will 

get  2,96 US $/m
3
.
 
 The exchange price of drinking water of 125 mln m

3
 annually will comprise 370 

mlnUS $.  If we consider that in near future we expect a sharp price rise of drinking water (by 15-50 

times), then in rising the water level of lake Sevan to 1915,57 m such conditions will be created for the 

Republic of Armenia  before the realization of the mentioned activities as the oil and gas for our 

neighbor countries.  

 2. As a result of inceasing the water pressure in the lake    

a) in the lowlands with lower elevations the springs of drinking water will abruptly increase which will 

be used to solve the drinking water problem in Yerevan and other cities   

b) water supplies will be more   

c) seismic risk will not become more as lake Sevan has natural origin and the increase of about 1,5 

atmospheric pressure will not endanger the situation.    

3. Additional 20 bilion cubic meter water will be accumulated. To accumulate such amount of 

water for the construction of reservoirs about 70 billion US $ will be needed.   

 

Suggestions  

The presented program can be realized during at least 35 years. In case of the worst scenario 

this period can be prolonged for several times. But it is necessary to start the program in close terms as 

possible. As the first step it is suggested 

1. To prevent the lake pollution, firstly the sewage waste water flow into the lake. 
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2. To forbid the engineering activities in eleveations below   1920 m.   

3. To clean the lake bed from the sunk tree roots .   

4. To start the development of alternative project of the area Yeghegis-Sevan of Arpa –Sevan 

tunnel with the purpose of the outcome indicator of the tunnel to rise to  1917 m.   

5. To review the exploitation regime of Arpa - Sevan tunnel. To start certain activities 

immediately to transfer the water from Spandaryan reservoir to lake Sevan.    
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СТРАТЕГИЧЕСКОЕ НАПРАВЛЕНИЕ РЕШЕНИЯ ПРОБЛЕМЫ ОЗЕРА СЕВАН 
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2
 

 
1
  Шушинский технологический университет 

2
  Армянский национальный университет архитектуры и строительства 

______________________________________________________ 
 

Севан высокогорное озеро с пресной водой. Озеро сопрягается с хребтом  - Гегама (с 

западной стороны), Варденис (с юго-западной стороны), Арегани, Севан и Восточный Севан (с 

северо-восточной стороны). Озеро Севан состоит из Большого и Маленького Севана. До 

понижения уровня воды, длина озера Севан составила 75 км, средняя ширина – 19 км 

(максимальная ширина – 32 км), средняя глубина – 41,3 м (максимальная глубина – 98,7 м). 

Общий объем озера тогда составлял 58,5 млрд м3. После понижения уровня воды 

https://docslide.us/documents/towards-a-shared-environmental-information-system-in-the-european-.ht
https://docslide.us/documents/towards-a-shared-environmental-information-system-in-the-european-.ht
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минимальный объем составил 33 млрд м3. В озеро Севан впадают 28 рек. Севан питается также 

подводными родниками и атмосферными осадками. С озера берет начало только одна река – 

Раздан. Севан является единственным большим хранилищем питьевой воды в регионе. Однако, 

в последние десятилетия вследствие антропогенных воздействий экосистема озера нарушена, 

начался процесс заблочивания, который в ближайшее время может стать необратимым. В 

настоящей работе как решение проблемы предлагается поднять уровень воды озера до отметки 

1915,57 м. Приводится техническое обоснование реализации этого проекта. 

    

Ключевые слова: вода, родник, испарение, уровень воды, водохранилище, тоннель 

Арпа-Севан, экосистема. 
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WATER RESOURCES OF THE REPUBLIC OF ARMENIA AND THE EXPORTING 

OPPORTUNITIES OF POTABLE WATER  
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In addition to production factors which contribute to the socio-economic development, it is also important 

to include natural resources (including water) in economic turnover and to create conditions connected with it 

which will contribute to the efficient use and management of natural resources. Another important issue is the 

utilization of water resources in Armenia based on the economic interests of the country. 

The country's main path is to increase the production factors both in economic progress and in improving 

the living standards of the population that depends on the increasing of export volumes and the comparative 

advantages of such country like Armenia which has an open and small economy. 

The research done by the authors shows that comparative advantages of Armenia are drinking water 

resources that are increasingly appreciated on the global market day by day. This circumstance creates new 

opportunities for Armenia in terms of exporting drinking water to the world market and increasing export 

incomes. 

Key words: national wealth, water resources, intake, water utilization, loss of water resources, 

drinking water, bottled water, export, comparative advantage.   

Introduction  

Among the factors which the social and economic development of any country is 

conditioned by, such as employment, capital and entrepreneurial experience and skills, 

singnificant importance is given to both   natural resources and conditions and their processes of 

being included in economic turnover and the effective management and organization of these 

processes.  

Moreover, it is possible to achieve the improvement of such important indicators which 

characterise the level of development of the country as national wealth is, which is one of the 

main macroeconomic indicators and in fact characterizes the level of capitalization of the country. 

It is currently characterized by four components: produced, natural, human capitalized and the 

value of net foreign assets. It is noteworthy that the national wealth of the population per capita 

estimated by the experts of World Bank comprised 52,884 mln dollars, including the produced 

capital of 15,451, natural capital 12,702, human capital 27,329 and net foreign assets 2588 mln 

dollars [1:226-233]. The country's main path is to increase production factors both in the 

economic progress and improving the living standards of the population, especially in such 

countries with open and small economies as the Republic of Armenia is, depending on the 

increase in the export amount and the disclosure and use of comparative advantages of the 

country. Among the natural resources of the Republic is the drinking water which has its unique 

place and by means of its large-scale export it is possible to significantly increase the monetary 

income of the country and thus improve the balance of payments. 

   

Conflict settings    

The negative value of trade assets was typical for all the years of the third Republic of 

Armenia. Thus, the RA export comprised 270.9 mln US dollars in 1995, the import comprised 

673.9 mln US dollars, the  negative balance of foreign trade comprised 403.0 mln US dollars. 

Those indicators correspondently comprised the export - 300.5 mln US dollars in 2000, the 
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import - 884.7 mln US dollars and the negative balance - 584.2 mln US dollars. In 2005 they 

comprised correspondently 973.9, 1801.7 and 827.8, in 2010 – 1041.1, 3748.9 and -2707.8 mln 

US dollars, in 2015 - 1485.3, 3239.2 and 1753.9 mln US dollars, in 2016 - 1791.7, 3273.5 and 

1481.8 mln US dollars, and in 2017 the export comprised 2242.9 mln US dollars, the import - 

4182.7 mln US dollars and the negative balance -1939.8 mln US dollars [2].     

The negative balance of foreign trade has led to the negative balance of payments of the 

country, which has resulted in an increase in the country's external state debt (about $ 7 billion), the 

further increase of which is related to the emergence of serious socio-economic and political problems. 

In this regard, it should be noted that according to the 2019 state budget project, a considerable 

amount of state budget expenditures of RA will be spent on foreign state debt service in the coming 

years.   

Based on the above mentioned, the revelation and use of increasing sources of income of the 

Republic are currently signified, among which, in our opinion, the water resources are of great 

importance. And if we notice that the considerable part of these reserves are not used in the territory of 

the republic and they flow to neighboring countries, it will become clear that one of the world's most 

expensive natural resources which is the water is “exported” from the republic at zero cost. If the 

consuming value of certain product lies mainly (not exceptionally) in the basis of exchange value of 

any product, the water is that unique irreplaceable product (unlike oil which can be replaced by many 

other alternative means). So the former UN Secretary-in–Chief  Ban Ki-Moon's words are not 

accidental while answering the question what the reason for the Third World War would be: "I think it 

will be because of the liquid, but it will not be oil." Obviously, this concerns the drinking water. 

  

Research results  

The brief description of the water supplies of the Republic of Armenia    

The water supplies of Armenia are mainly formed as a result of atmospheric precipitations 

falling on its territory and the part of watercourses of the boundary rivers of the Araqs and the 

Akhuryan. Though the most part of the researchers has unanimous opinion about the source of 

emerging water suppies, during the estimation of the capacities of those resources very different values 

are presented [3, 4:45, 5:27, 34, 6, 7, 8:84, 278, 9, 10:63-67, 11]: Even for such dimension that is 

surface current long time dimension, which is considerably constant dimension (it is determined on the 

average data of 75-80 years), the conclusions are very different. Basic differences are noticed among 

the indicators of underground water characteristics, particularly, in terms of the supply capacities of 

usage «exploitation»
1
. So, the water supplies (surface and underground) are estimated from 11,7

3
 km 

till 9,0 and even 7 km
3 
[12:59].   

In 1961-1990 the average annual amount of precipations in RA comprised 592 mm and in 2017 

481.0 mm   (the deviation of precipitation of 2017 comprised -111 mm in 1961-1990) [13:118].   

More than 80% of the total river runoff is formed in the territory of the republic (excluding the 

basin of Lake Sevan). The remaining part of surface current comprises the transit flow of boundary 

rivers of the Araqs and the Akhuryan [14:5]. The inflow of boundary rivers is estimated equally at 0.9 

billion cubic meters per year. The difference between the underground inflow and outflow is positive, 

about 0.1 billion cubic meters per year. The annual evaporation comprises 11.5 billion cubic meters, 

and the moving lower flow comprises 6.3 billion cubic meters. The renewing water supplies of surface 

waters comprise 7.2 billion cubic meters per year. About 2.3 billion cubic meters of these waters are in 

use now (in the past 4 billion cubic meters), 2 billion cubic meters of which (up to 3 billion cubic 

meters in the past) is used for irrigation and support for other spheres and 430.0 million cubic meters 

                                                           
1 Though the expression of the exploitation of water resources has deep meaning in theory and in practice as well, in our 

opinion this word has been politicized, it has been given the meaning of   «class»  and it is time for it be replaced by accepted 

and applicable word  «use» in Armenian.    
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(in the past 550 million cubic meters) is used for drinking and household application [15:5-6]. 

The most significant of natural water bodies is Lake Sevan with 1278.74 sq.km total surface and 

38.21 cubic km capacity, level index is 1900.52 meters [16:9]. According to Table 1, the level of Lake 

Sevan has risen by 32 centimeters in 2013-2017. It should also be noted that in recent years both 

technical and economic studies on water resources have been increased according to their significance 

and importance [17]. 

 

Table 1 

 

The passes from Lake Sevan by years and its level  fluctuations by months  in 2013-2017 

 
 Water 

passes 

mln 

cubic 

meters   

Lake level and monthly fluctuations   

Water 

level 

index 

meters   

Monthly fluctuations comparing with the previous month, 

sm   

Water 

level 

index in 

the end of 

the year,     

      m 

Water level 

fluctuations 

comparing 

with the 

beginning of 

the year,  

sm   
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y
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N
o
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er

  
 

D
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b

er
  
 

2013     169.95 1 900.10 -1 +4 +5 +12 +20 +9 -6 -15 -8 -8 -3 -3 1 900.16 +6 

2014 269.63 1 900.16 - +4 +4 +11 +15 - -5 -16 -6 -7 -2 -1 1 900.13    -3 

2015 167.74 1 900.13 -1 +1 +4 +16 +19 +4 -10 -12 -8 -1 -2 -4 1 900.19 +6 

2016 167.13 1 900.19 +3 +6 +5 +12 +22 +10 -5 -8 -8 -5 -2 -3 1 900.46 +27 

2017 266.76 
  1 

900.46  
-1 +2 +5 +17 +19 - -10 -13 -12 -5 -3 -3 1900.42 -4 

ource from «The Social-economic condition of Armenia in January 2018», Yerevan, RA National 

statistical committee,  2018, p. 120 

 

The current condition of water supply utilization of the Republic of Armenia   

Table 2 presents the intake and utilization of sweet water in the Republic of Armenia in 

2011-2017 according to the classification of economic activities, which shows that an increase of 

intake has increased by 17.5% in comparison with the data in 2011 (from 2438.3 million cubic 

meters in 2011 to 2865.4 million cubic meters in 2017). In the same period, the largest amount of 

water intake was registered in 2015 as 3271.7 million cubic meters. The same indicators for water 

utilization was 17.4%, 2533.1 million cubic meters respectively. According to the classification 

of economic activity, the largest water intake implementer was the water supply, sewerage, waste 

management and recycling sector, whose share in total intake decreased from 65.8% in 2011 to 

61.0% in 2017, and the water utilization indicators of this type of activity  comprised 9.5% and 

6.5% respectively. Agriculture, forestry and fishing sector occupy the first place in terms of water 

utilization, the share of which reached 85.9% in 2017 from    78.7% in 2011. Thus, in agriculture, 

forestry and fishing water intake if the irrigation section comprised  5.2% in 2011, then 20.5% 

was in fishing /fish industry/, or, in other words, the share of the latter was four times higher. In 

the same year the shares of water utilization were 49.9%, 28.7% and 57.5% respectively. In 2017, 

the water intake of agriculture, forestry and fishing industry increased by 33.6%, water use - 

85.9%, irrigation rates - 15.6% and 60.6% respectively and fisheries (fish breeding) 18.0% and 

25.2% respectively. 

The dimension of water utilization index depends on technological, anthropogenic and 

other factors of certain types of economic activity as well. Table 3 shows the utilization of water 

by the RA GDP for 1,000 drams in 2013-2016, according to the main types of economic activities 

utilizing water. According to the data, the water utilization rates for 1000 drams of GDP in 

Armenia in 2013-2016 are significantly different from each other. Thus, if the highest indicator 

for water supply, sewerage, waste management and processing in the sector was registered in 

2014 (10.5), then in some types of activities (process efficiency, construction) this index was 

close to 0.0. In general, the water consumption of the RA GDP for 1000 drams was 0.46 cubic 

meters in 2013 and it increased slightly in 2016 (making 0.49) and the average for these years 

was 0.47 degrees cubic meters.  
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Table  2 

      Water intake and utilization of sweet waters in the RA in 2011-207 according to the classification of the types of economic activities    
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1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

Total RA 2438.3 1738.1 2941.2 2187.2 2955.1 2089.1 2860.5 2112.8 3271.7 2533.1 3181.9 2470.0 2865.4 2040.0 

100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Agriculture, forestry and fishing   627.5 1367.7 790.9 1793.2 1362.8 1845.9 921.3 1748.1 1097.7 2269.9 896.6 2191.6 961.4 1751.6 

25.7 78.7 26.9 82.0 46.1 88.4 32.2 82.7 33.6 89.6 28.2 88.7 33.6 85.9 

Irrigation   127.5 867.7 178.7 1181.1 561.1 1044.5 224.9 1051.7 357.6 1519.1 227.3 1522.3 446.3 1236.6 

5.2 49.9 6.1 54.0 19.0 50.0 7.9 49.8 10.9 60.0 7.1 61.6 15.6 60.6 

Forestry   0.3 0.2 0.4 0.4 0.6 0.5 0.5 0.5 0.0 0.7 0.0 0.0 0.0 0.0 

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Fishing / Fish industry   499.7 499.7 611.8 611.7 801.1 800.9 695.9 695.9 740.1 750.1 669.3 669.3 515.1 515.0 

20.5 28.7 20.8 28.0 27.1 38.3 24.3 32.9 22.6 29.6 21.0 27.1 18.0 25.2 

Mining industry and open mine 

exploitation   

54.9 54.9 152.3 152.2 58.4 58.3 101.9 133.8 44.0 88.1 81.6 81.5 83.9 83.9 

2.3 3.2 5.2 7.0 2.0 2.8 3.6 6.3 1.3 3.5 2.6 3.3 2.9 4.1 

Processing industry   93.6 9.4 45.9 4.5 41.7 4.1 38.0 4.2 41.1 4.2 5.9 6.0 7.7 7.7 

3.8 0.5 1.6 0.2 1.4 0.2 1.3 0.2 1.3 0.2 0.2 0.2 0.3 0.4 

Electricity, gas, vapour and good 

quality air support   

40.9 38.3 33.5 32.1 23.1 22.2 27.9 27.8 24.2 24.2 21.6 21.4 27.2 27.2 

1.7 2.2 1.1 1.5 0.8 1.1 1.0 1.3 0.7 1.0 0.7 0.9 0.9 1.3 
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Continuing Table 2 

   

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 

Water supply, sewage , 

waste managemet and 

processing   

1603.2 165.4 1902.3 147.6 1456.8 113.1 1744.2 147.8 2060.7 119.1 2166.0 123.2 1747.7 132.1 

65.8 9.5 64.7 6.7 49.3 5.4 61.0 7.0 63.0 4.7 68.1 5.0 61.0 6.5 

Water supply (water 

drainage, processing and 

distribution) 

1602.0 164.3 1902.2 147.4 1444.9 111.2 1743.8 147.5 2050.7 97.2 2165.7 122.7 1744.4 128.8 

65.7 9.5 64.7 6.7 48.9 5.3 61.0 7.0 62.7 3.8 68.1 5.0 60.9 6.3 

Engineering   0.7 0.7 0.5 0.5 0.2 0.2 4.7 4.7 0.1 0.1 0.1 0.1 3.6 3.6 

0.0 0.0 0.0 0.0 0.0 0.0 0.2 0.2 0.0 0.0 0.0 0.0 0.1 0.2 

Other types of economic 

activity   

17.4 101.7 15.8 57.1 12.2 45.3 22.5 46.4 3.2 27.5 10.1 46.5 33.9 33.9 

0.7 5.9 0.5 2.6 0.4 2.2 0.8 2.2 0.1 1.1 0.3 1.9 1.2 1.7 

GDP, mln USD (2011 

purchase equivalent) 

 - 20192.6  - 21646.5 -  22360.8 -  23165.8 -  23907.1 -  23954.9 -  25751.6 

Water utilization of GDP of 

1000 dollars (2011 

purchase equivalent), cubic 

meter / 1000 USD  

 - 86.1  - 101.0 -  93.4 -  91.2 -  106.0 -  103.1 -  79.2 

 

Numerator is mln cubic meter, denominator by  % to the total   

Source  formed and calculated on the basis of the data given by RA statistical committee bases of the department of  «Water resources»  

Referemce  http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a  

 

 

http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a
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Table  3 

Water utilization of the RA GDP for 1000 drams in 2013-2016 according to the main economic activities which utilize water   
 

  GDP, mln AMD   
Water utilization, mln cubic 

meter   

Water utilization of GDP for 1000 

drams     (with current prices), cubic 

meter /1000 AMD   

  2013 2014 2015 2016 2013 2014 2015 2016 2013 2014 2015 2016 

Average 

2013-

2016 

Agriculture, forestry and 

fishing   

839,821.1 872,631.1 868,671.0 809,723.4 1845.9 1748.1 2269.9 2191.6 2.20 2.00 2.61 2.71 2.38 

Mining industry and open 

mine exploitation   

102,686.8 102,553.2 107,717.5 132,416.1 58.3 133.8 88.1 81.5 0.57 1.30 0.82 0.62 0.83 

Processing industry   441,103.1 466,754.6 464,325.5 466,608.4 4.1 4.2 4.2 6.0 0.01 0.01 0.01 0.01 0.01 

Electricity, gas, vapor and 

good quality air supply   

183,232.0 188,032.3 231,279.0 228,425.7 22.2 27.8 24.2 21.4 0.12 0.15 0.10 0.09 0.12 

Water supply, sewage, waste 

management and processing   

13,181.7 14,106.9 19,223.5 22,481.0 113.1 147.8 119.1 123.2 8.58 10.48 6.20 5.48 7.68 

Engineering   476,564.0 448,772.6 474,107.0 406,201.3 0.2 4.7 0.1 0.1 0.00 0.01 0.00 0.00 0.00 

Other types of economic 

activities   

2,499,049.5 2,735,775.6 2,878,309.7 3,014,008.7 45.3 46.4 27.5 46.2 0.02 0.02 0.01 0.02 0.01 

Total   (gross domestic 

production or water 

utilization) 

4,555,638.2 4,828,626.3 5,043,633.2 5,079,864.6 2089.1 2112.8 2533.1 2470.0 0.46 0.44 0.50 0.49 0.47 

 

 

 Source  formed and calculated on the basis of the data given by RA statistical committee bases of the department of «Water resources»  

Referemce  http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a  

http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a
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Water resource losses   

The study of statistical data shows that water resources losses are still high in the Republic of 

Armenia (Table 4). It should be noted that the losses of water resources in 2011-2017 have not been 

reduced, but they were increased reaching from 700.1 million cubic meters in 2011 to 825.4 million cubic 

meters in 2017. In other words, if the loss of water resources was only 28.7% of water intake (2438.3 

million cubic meters) in 2011, in 2017 it comprised 28.8%. At the same time, the biggest loss of water 

resources was observed in water supply, sewerage, waste management and recycling, the share of loss   in 

total losses was 99.6% in 2011, then in 2017 it reached 100%. If we estimate the water resource utility 

coefficient (the ratio of water utilization and water intake) in Armenia, we find it proper to consider it at 

two levels. a) the final water use indicator in water intake; and (b) the final water use indicator within the 

water resources (we accept at 10 cubic km per year or 10 billion cubic meters per year) in the territory of 

the RA. In this case we will have the following picture: in 2011 the water resource utility coefficient was: 

a) 71.3% for the case, the loss of water resources comprised 1738.1 mln cubic meter, b) 17.4% for the 

case, and the loss of water resources - 8261.9 million cubic meters, respectively in 2017: a) for the case - 

71.2%, water use - 2040.0 million cubic meters, and b) 20.4% for the case, and the loss of water resources 

- 7960.0 million cubic meters. In other words, for every 4.8 years (38.21 cubic km / 7.96 cubic km), the 

Republic of Armenia "loses" one Lake Sevan. Thus, it turns out that the most expensive resource 

"exported" from the Republic of Armenia, the fresh drinking water, is "exported" to the neighboring 

country at zero cost. It follows that radical reforms are needed in the republic to improve the water 

utilization and to increase the efficiency of water resources utilization. 

 Table  4 

 

Water losses according to the types of economic activities in 2011-2017 mln cubic meter  

   

  2011 2012 2013 2014 2015 2016 2017 

Total Ra    700.1 754.0 866.0 747.4 738.6 711.9 825.4 

Agriculture, forestry and fishing   0.1 0.1 0.2 0.2 0.0 0.0 0.0 

Irrigation   0.0 0.0 0.0 0.1 0.0 0.0 0.0 

Forestry   0.1 0.0 0.1 0.1 0.0 0.0 0.0 

Fishing/fish industry   0.0 0.1 0.1 0.0 0.0 0.0 0.0 

Mining imdustry and open mine exploitation    0.0 0.1 0.1 0.1 0.0 0.1 0.0 

Processing industry   0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Electricity, gas, vapour and good quality air 

supply   

2.5 1.4 0.9 0.0 0.0 0.2 0.0 

Water supply, sewage, waste management 

and processing   

697.5 752.4 864.8 747.1 738.6 711.7 825.4 

Water supply  (water drainage, processing 

and distribution) 

697.5 752.4 854.8 747.1 738.5 711.7 825.4 

Engineering   0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Other types of economy activities   0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Source formed and calculated on the basis of the data given by RA statistical committee bases of the 

department of «Water resources»  

Referemce  http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-

40c0e377450a  

 

 Here we should also point out that the potable waters of Armenia are noted by high quality, and one part 

of them, being «formed» in earth entrails, contains the necessary mineral waters for humans (see table 5). 

http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a
http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a
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 Table  5 

 

Water intake of sweet waters (surface and underground), by indexes and by years   mln cubic meetr   
 

  
1990 2000 2005 2010 2015 2016 2017 

1. Water intake  (total 2+3),mln cubic 

meter   

3942.0 1871.2 2770.6 2126.4 3271.7 3181.9 2865.4 

2. Water intake  from surface springs, 

mln cubic meter   

2616.6 1338.2 1967.6 1250.6 1967.3 2045.6 1710.9 

3. Water intake  from underground 

springs, mln cubic meter   

1325.4 533.0 803.0 875.8 1304.4 1136.3 1154.5 

4. Regenerating water resources, mln 

cubic meter, year    

6810.0 2873.0 8457.0 8681.0 6441.0 6882.0 - 

5. The co-number  of water resource 

exploitation   (CWRE), % 

57.9 65.1 32.8 24.5 50.8 46.2 - 

 

 Source formed and calculated on the basis of the data given by RA statistical committee bases of the 

department of «Water resources»  

Referemce  http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-

40c0e377450a  

Table  6 

 

The indexes of exporting and importing of natural or mineral waters and drinks in 2005-2017    

 

Products      Year  Export   

(tonne) 

Export    

(1000 USD) 

Import  

(tonne) 

Impoprt  

(1000 USD) 

1. Waters, natural or 

artificial mineral water and 

drink   (sugar free) 

2017 16905.3 7333.3 1022.4 652.5 

2016 15039.8 6055.7 345.9 186.7 

2015 14702.6 5997.6 543.2 184.3 

2010 12771.1 5341.1 288.5 197.5 

2005 6342.2 1661.6 50.3 30.6 

2. Mineral water and drink      

(with sugar) 

2017 4353.4 2980.0 18191.1 11555.1 

2016 5638.4 3661.9 70162.9 9305.3 

2015 3844.9 2848.3 14832.8 9105.6 

2010 2006.1 2025.9 20494.9 14639.4 

2005 1384.3 805.8 7526.5 3964.5 

Total  2017 21258.7 10313.3 19213.5 12207.6 

2016 20678.2 9717.7 70508.8 9492.0 

2015 18547.6 8845.9 15375.9 9289.8 

2010 14777.2 7367.0 20783.4 14836.9 

2005 7726.5 2467.4 7576.9 3995.1 

Information source formed and calculated according to the data of «Foreigh trade data base according to 

goods list 4 numbered classification»  of RA Committee of statistics    

 Reference https://www.armstat.am/am/?nid=148  

http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a
http://armstatbank.am/pxweb/hy/ArmStatBank/?rxid=002cc9e9-1bc8-4ae6-aaa3-40c0e377450a
https://www.armstat.am/am/?nid=148
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The indexes of exporting and importing natural or artificial mineral waters or drinks  

 It follows from the data of Table 6 that the amounts of exporting and importing of natural and 

artificial mineral waters and drinks are poor dimensions which do not correspond to RA water resource 

potential and opportunities. Urgent necessity emerges to increase abruptly the export sizes of above 

mentioned goods.    

Potable  water as an international trade item 

The study of the world market of separate products and services shows that in the last 20-30 years deep 

and overall changes have taken place in that area. Depending on the demand, new products have emerged, and 

on the contrary, part of them gradually "leave" the market due to the lack of demand. 

One of the most important products of the world market in recent years is potable water which gradually 

increases the amount and segmentation of product circulation of export and import of different countries. We 

can also surely say that the capacities of drinking water will increase significantly in the near future. It is 

obvious that the satisfaction of the needs of potable water of the population is very problematic in some 

countries and these countries are looking for a variety of ways to solve this problem. For example, in the 1970s, 

the icebergs of the Northern Pole were mentioned in the ways of gauging the demands of Arabic countries of 

poptable water which were pulled to the Arab Peninsula and were bottled for the population. On the other hand, 

those countries that are rich in potable water resources can benefit from the situation in the global market and 

receive foreign exchange inflows from them which is necessary to reduce the negative foreign trade balance of 

the republic. 

From the point of view of expanding the export opportunities of drinking water from the RA, it is 

important to present the developments in its global marketplace and along with it to discuss the dynamics 

of bottled water consumption. Along with global urbanization and ecological pollution, the issue of 

drinking water is becoming more and more urgent all over the world as a result of which the bottled water 

becomes a demanded product and its production a profitable and promising branch of business 

respectively. Drinking water is one of the rare resources that our country is rich with. The production of 

drinking water, particularly that of bottled water, starts to acquire new scales and qualities in our country. 

Recently, this sector of the market has been aggravated by competition, new competitors are emerging, 

which leads to the increase of fitted market level. Nevertheless, we still have an unsettled problem of 

presenting bottled water in the global market which is especially important in the context of rapid change 

of situation in the global market. In recent years, the consumption of bottled water has risen by more than 

2.4 times in the world from 90 billion liters (1999) to 215 billion liters (2009), and the market volume in 

terms of money has grown at a much higher rate than in the same period from $ 22 billion 80 billion 

dollars, that is, more than 3.6 times. This means that there is a significant price rate increase of drinking 

water. Accordingly, if in 1999 one liter of bottled water cost $ 0.25 in average, then 10 years later it was $ 

0.37. By the way, AMD/USD average exchange rate was AMD 135 or USD 0.34 in 2009. In Armenia, the 

cost of one liter varies between 80 to 240 drams for various containers and for different brands, and the 

containers of 0.5 liter water are mostly consumed with a value of 100-150 drams (one liter of 200-300 

drams or current US dollar (483 AMD/1 USD) 0.41-0.62 USD). It means the price of bottled water in the 

international markets is almost 1.5-2 times cheaper than the existing prices in the Armenian market. This 

means that water is sold more expensively in Armenia, a so called “country of waters” from the 

"international price criteria". Thus, one person in the world consumes 32 liters of bottled water annually in 

average thus spending money equivalent to $ 12. In some countries, more than 230 liters of bottled water 

is shared per capita. Experts estimate that in the coming years the demand for bottled water will continue 

to grow, as the drinking water problem is exacerbated all over the world and governments are simply 

unable to overcome these problems. 

According to Beverage Marketing Corporation, the largest bottled water market in the world is the 

United States with a share of about 16%. Generally, North America accounts for 30.3% of global sales. 

The second largest part is Europe with a share of 28.9%, with 27.1% share in Asia and only 13.7% in the 

remained parts of the world. Although the developed countries have traditionally been the dictators in the 
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bottled water market, however, the developing countries have begun to say their word over the last 

decade. Only in 2005-2008 China's demand for this product increased more than twice, the demand of 

Indonesia grew 1.6 times and thaty of Mexico 1.5 times over the same period. By the way, the latter is 

considered to  be the world's leader by bottled water consumption in the world, and according to statistical 

data, the index was more than 230 liters in this country in 2009. Among the leading countries with this 

rate of the world are the countries of Western Europe - Italy, Belgium, Germany, France and Spain. 

Bottled water is also consumed much in the Middle East, UAE, Lebanon, Qatar, Saudi Arabia and so on.  

Generally speaking, four of the world's six leading countries are the developing countries in the 

world market share. The surprising fact is Mexico’s being in the second place and China's being as 

"serious ambitious". 

And despite the fact that the world's bottled water market changes its geography very quickly, 

depriving European countries of the "main markets" label, however, 13 of 20 countries which consume 

the most bottled water per capita in the world are still located here.   

 The growing interest towards bottled water in the world is shown by the sizes of consumption of bottled 

water as compared to other drinks. Particularly, according to statistics, in the last decade the consumption of 

this product was in the second place among the drinks in the largest bottled water market, which is the US, 

while only ten years ago it was the fifth. Over the years, bottled water has risen over beer, coffee and milk, and 

now it gives way to only carbonated soft drinks. So, in the US 57 billion liters of carbonated soft drink were 

consumed in 2000 which made up 28% of all the drinks, and this is in the case when it was only 9% or 18 

billion liters. By 2008, consumption of carbonated soft drinks reduced to 53 billion liters, and the consumption 

of bottled water reached 33 billion liters (about 15 percent of total consumption of beverages). The world's 

bottled water markets have clearly shaped giants such as Nestle, Danone, Coca-Cola and Pepsi Cola. The latters 

share over 35% of global turnover together. The leader is Nestle, 12%, the second is Danone with 8.5%. 

According to expert estimations over the next five years, these multiprofile companies being specialized in food 

technologies will focus their attention on the issues of water production, which, in its turn, will contribute to the 

increase of the role and market concentration of these companies in the global market. Totally eight out of ten 

world's leading brands with their realization capacities are owned by the “Big Quarter”, Danone and Nestle 

owned by 3 each and Coca-Cola and Pepsi Cola owned by 2 each. The top five leading brands which have the 

largest realization in the world are Aqua (Danone), Pure, Lile (Nestle), Wahaha (Danone) and Aquafina (Pepsi 

Cola). 

Chart 1 shows the countries with the largest sales of bottled water in 2015 and the expected sales of these 

countries in 2020. According to the data, China will remain the world's leading bottled water sellers by the 

quantity of the sale which in 2015 provided 17% share of it.  
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Chart 1. The countries with the greatest  sizes of bottled water sale in 2015 and   

predictions for 2020 (%) 
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Source by  https://www.statista.com/statistics/252208/global-bottled-water-volume-share-by-region/ 

According to the results of the study by the Business Research company, in the period of 2014 – 2017    

due to the concern which occurred as a result of the threat of consuming the contaminated water the world 

market of bottled water grew for more than 200 billion USD thus providing 9% increase per year. Besides the 

concerns connected with the health threats the factor of directed incomes of the population of Asian and 

Pacicfic region significantly influenced the increase of the sizes of water consumption as the most bottled water 

consumers.  

The market of bottled water increased in its size by 100 bilion liters, and the predictions of the increase 

for the coming years are greater. Due to the cost of bottled water it is predicted that in 2021 the market will be 

enlarged up to 350 billion USD (chart 2) which means providing 10% grow per year. Indeed, the grow in size 

will be a little lower - 9.3% per year. The world consumption of bottled water will also increase reaching in 

average 45.3 USD in 2021  per capita compared with 32.3 USD in 2017.    
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Chart 2. The sizes of world market of bottled water in 2013-2021, billion USD   

 

Reference https://blog.marketresearch.com/the-global-bottled-water-market-expert-insights-statistics 

 

The consumption of bottled water was the largest in Asian and Pacific region in 2017 which comprised 

42% of world consumption. This region is the most densely populated where public infrastructures are weakly 

developed and the availability of pure drinking water is limited. These conditions particularly trouble the 

consumers and become the reason to find clean drinking water and carry a healthy lifestyle.  

The American continent occupies the second by the size of bottled water consumption. The average high 

price of drinking water sale per liter lead to the region to occupy the first place in the world by the water price.       

The world market of bottled water is strictly segmented because of the presence of numerous local 

producers (bottlers) in the coutries. Taking into account the presence of many competitors the companies 

started to change the outward and design to provide their place and role in market. The purpose of the 

producers of these brands is to confirm their label and symbol differentiation in bottled water market.    

To rise the attraction of the product innovative packaging is used both for processed and raw materials,  

transparent elegant bottles and paints for designing are used which have a unique visual impact on the 

consumers. The leading companies in the world market producing bottled waters which are presented in 

different countries are the following: Danone, Nestle, Coca-Cola and Pepsi-Cola
2
.  

                                                           
2
 See  https://blog.marketresearch.com/the-global-bottled-water-market-expert-insights-statistics  

https://blog.marketresearch.com/the-global-bottled-water-market-expert-insights-statistics
https://blog.marketresearch.com/the-global-bottled-water-market-expert-insights-statistics
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By the way, by saying «bottled water» we mean both the spring (non carbonated) and mineral 

(carbonated) waters. Carbonated bottled water has rather small density in general, i.e. only 10% of bottled 

water is carbonated all over the world. Totally, this ratio is reserved with certain deviations all over the world. 

However, there are countries where the mineral water is consumed more than world average, the reason of 

which is the habit of using mineral water during dinner or the low level of water utilization. Such countries are 

Argentine, Chili, Urugway, the Netherlands, Germany and Armenia as well [18:382-402]. 

If we accept that one liter of drinking water exported from the Republic of Armenia can be sold in 

world market by 0.37 USD (mind that the cost of one liter of drinking water in world market is equal to 

the cost of one liter of oil which has recently increased significantly and by 2018 October 22 it has 

comprised 0,5 USD)
3
, then it is easy to notice that the money income (benefit) from the export of one mln 

liter drinking water (1000 cubic meter) will comprise 370 thousand USD. In case of exporting one mln 

cubic meter drinking water it is possible to get 370 mln USD, 10 mln cubic meter – 3.7 billion USD which 

exceeds the exporting size of the RA in 2017 for more than three times.  Such amount of water can be 

taken from Lake Sevan and be exported through pipeline till the Persian Gulf. It is also important to notice 

that the water amount can be reached the nearby countries by its gravity taking into consideration that the 

Republic of Armenia has 700 meters higher elevation above sea level according to its geographical 

position than the countries of the Persian Gulf which will significantly reduce the expences of water 

transportation. By the way, to realize the mentioned programme it is purposeful to create a consortium on 

the means of those countries which would like to use the potable waters of the RA as they did in the 

neighboring country, in Azerbaijan during the export of oil and gas.        

  It is evident from above mentioned that to manage efficiently the water resources of the RA it is 

necessary to elaborate a long term purposed project for complex utilization.      

Yet in 2000 the demand and the offer of potable water were equalized in world scale and now by  

progressive demand the disbalance is growing year by year. All these show the importance of water as 

irreplaceable natural resource. The demand of water increases as time passes and in some territories of the 

world the collisions between the countries became frequent because of water.    

One of the relative and most important advantages of the Republic of Armenia and the region are 

underground and surface waters. It is enough to mention that 7.5 billion cubic meters water is emerged in 

the territory of the RA annually (without underground supplies) from which only 2,5 billion is used. The 

remained amount of that strategic resource, in fact, “is exported” to the neighboring countries with zero 

cost. All these dictate to have a program for water resources utilization and management in the Republic 

of Armenia where the activities will be determined and the realization of which makes it possible to reach 

the effective utilization of water resources.    

The expanding of exporting amounts of drinking water from the RA gets special importance in the 

sphere of water utilization. The drinking water has become one of the important strategic products in 

abroad (one liter is sold for 0,37 USD at retail price), and the demand is growing on worldwide.  It is 

predicted that in 2011-2012 the world amount of bottled water will reach 440 billion liter or it will 

increase by 170 %.  

The effect of water utilization is evident by the following example of economic multiplication as in case 

of 10 billion liters export we will have 3,7 mln USD income. It will exceed the total income of total amount of 

2012 RA export for more than 2,5 times. If the export amount of drinking water from the RA reaches 10 billion 

liters, then it will comprise from 3,3 %  to 2,3 % of drinking water of world market (in case of demand in 2021). 

The rapid increase in the amounts of potable waters exported from the RA and among different issues to 

reach those aims are the inventory of the potential of Armenian drinking water, the exploring of markets, 

demand marketing, the segmentation of consuming groups and served drinking water type (carbonated or not) 

and the choice of cartoning size, the signing of long term agreements with trade organizations for drinking 

                                                           
3 See  https://news.yandex.ru/quotes/1006.html  

https://news.yandex.ru/quotes/1006.html
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water sale, the segmentation of market according to shelf life, choice of transportation means (by transport or 

by pipeline), making arrangemets with drinking water bottling companies etc.    

While discussing the issues of expanding the export of potable water of Armenia and the ways of 

stimulating the export the following can be regarded:    

 Export according to  currently working conditions and projects. 

 Export by isothermic – isobar tank wagons. This practice worked during previous Soviet Union 

period when Armenian mineral waters were transported from Armenia by isothermic – isobar tank wagons 

(60 tonnes capacities) and were bottled in Mitishchi soft drinks factory. We should notice as well that in 

European part of Russia there are no drinking mineral waters, so Armenian mineral waters will have great 

demand in Russian Federation especially in large metallurgic organizations where the workers lose the 

minerals out of their organisms.  

 To extract the minerals from the mineral waters and export. The technology of extracting the 

minerals was used in neighboring Georgia according to which the mineral water drops on a disk rolling 

with great speed from above and from the «meeting» of the water drop and the disk the water drops are    

«spread» into thousands of particles, and in high temperature the water evaporates, the minerals existing 

in the water «stay» on the floor of the instrument like dust. The obtained dust can be solved in the water in 

the places of consumption or utilization and can be used for drinking or for medical bathing. The 

extracting   of minerals is noted by its high efficiency as from 0,5 liters of mineral water we obtain 3-5 

grams minerals. Besides, to transfer the mineral waters with glass bottles the trains are needed, and it is 

not economically  profitable for more than 660 km distance.  

 Armenian drinking waters can be reached to consumption market through pipelines. By this 

means the transported waters from the RA to Arabic countries can reach the consumers with more 

quantity thus organizing its bottling at site. In every case the choice of this or that way of exporting should 

be justified by appropriate professional calculations.   

          The amounts of sweet waters of Lake Sevan guarantee that the RA is able to provide large amount 

of exported waters making the water one of the utmost products of export and an important way of solving 

RA social economic issues.     

 

Conclusion  

The study done shows that the resources of drinking water are one of the comparative advantages of 

the Republic of Armenia having vital importance even now and their importance will be enhanced further 

on both in terms of satisfying the vital needs of the population of Armenia and from exporting 

perspectives. It is also evident that the demand for drinking water is increasing in the global market day by 

day raising its value. This circumstance makes it possible for Armenia to export its drinking water to the 

world market, and the money profit from it can exceed the amount of funds received from the export of 

Armenia nowadays. For that purpose it is proposed to elaborate a complex water resource utilization 

program of the Republic of Armenia which will lead to the increase of the efficient utilization of existing 

water resources and strengthen of the Republic. 
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Помимо факторов производства, способствующих социально-экономическому развитию, очень 

важно также включать в экономический оборот природные ресурсы (в том числе - водные) и создавать 

http://www.armstat.am/
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условия, которые будут способствовать эффективному использованию и управлению природными 

ресурсами. Еще одна важная проблема - использование водных ресурсов в Армении с учетом 

экономических интересов страны. 

Эффективное использование производственных факторов способствует экономическому росту и 

повышению уровня жизни населения, однако очень важным направлением является увеличение 

объемов экспорта и использование сравнительных преимуществ страны, в частности такой страны, 

которая обладает открытой и малой экономикой. 

Исследование авторов статьи показывает, что ресурсы питьевой воды являются сравнительным 

преимуществом Армении, а питьевая вода с каждым днѐм все больше ценится на мировом рынке. Это 

обстоятельство создает новые возможности для Армении в плане экспорта питьевой воды на мировой 

рынок, увеличения объемов экспорта и доходов, получаемых от экспорта питьевой воды. 

 

Ключевые слова: национальное богатство, водные ресурсы, водозабор, водопользование, потери 

водных ресурсов, питьевая вода, бутилированная вода, экспорт, сравнительные преимущества. 
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UDC 556:626:627.11 

GROUNDWATER  DEPLETION  OF  THE  ARARAT  ARTESIAN  BASIN 

 
G. A. Torosyan 
Ministry of Energy Infrastructures and  Natural Resources of the Republic of Armenia 

______________________________________________________ 

 
Underground waters along with the surface waters form the main water resources of Armenia. At the 

same time, the underground waters with their characteristics of formation, origin, transportation, dumping and 

accumulation greatly differ from surface waters.  Today the supply of underground waters for water utilization 

doesn’t differ much by its character from surface water providing. Providing of too much underground water 

utilization in Ararat artesian basin without estimation of water resources and permittable  recession and water 

intake determination led to the exhaustion of underground water supplies, the fountaining zone reduction, 

decrease of spring cost and drainage.  To solve the problem it is supposed to reduce the permissions for water 

utilization, to reduce and regulate water intake and to restaimate the utilization resources.   

 

Key words: Аrarat artesian basin, groundwater, depletion, resource 

Introduction   

Since the beginning of 2000 the centralized and massive utilization of Ararat artesian 

underground waters had started especially with their fountaining component through providing water 

utilization permits. It was realized without the estimation of underground resources and water intake 

measurments. It seemed that the water is allowed to be utilized not from the entrails but from an open 

reservoir. It means you can take as much as you want.      

Such situation was created due to the ignoring the scientifically and legally justified 

circumstance of underground water as useful mineral and that their production is not regarded as 

exploitation of underground water mines which is fixed in RA Law of entrails and professional 

literature.     

 

Conflict setting  

Groundwaters together with surface waters form the main water resources of our country. At 

the same time the underground waters with their characteristics of formation, origin, transportation, 

dumping and accumulation greatly differ from surface waters. Today the providing of underground 

waters for water use doesn’t differ much from the use of surface water by its character. In both cases, 

the same prerequisites are applied and the unique status of groundwater which is its being a mineral is 

never taken into account.   

At present, water use issues of groundwater resources are regulated only by the RA Water 

Code. Under the same law, their location (mine site) before providing them with groundwater 

resources (mine) is not considered as mine and does not address geological exploration and inventory 

issues. Their implementation is a compulsory legislative requirement [1]. 

At present the issues of providing water utilization of groundwater resources are regulated by 

only the RA Water Code.  By this Code the site of underground water resources (minerals) is not 

considered as mine    (the place of entrail) before they are provided for water utilization and the issues 

on geological research and water supply estimation are not regulated. Doing these tasks is a legislative 

inquiry [1].  

The current tragic situation of Ararat artesian reservoir occurred since the realization of 

massive water utilization permits (easily available water) on the basis of the Water Code of the RA 

thus ignoring the legal acts of the RA. On the basis of the latter the permitted water intake was realized 

which exceeded the reasonable limits (much water). The fountaining of the water (easily pumping 

water), low temperature 13-14 C
0  

(good water) and the low cost of its natural use (cheap water) which 
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is currently 0,5 drams for 1 cubic meter but before it was cheaper for 5 lumas were the reasons of 

reducing the level of pressure waters and gradual reduction and drainage of all the previous intake 

constructions (springs, wells). These facts evidently witness that the runoff components in 

groundwater balance of Ararat artresian basin (expences and intake) began to exceed the income 

components (feeding), i.e. the natural resources. In this case not only the renewable resources but also 

the static supplies are being used.  The actual capacity excess takes place over the permitted water 

intake and there is exhaustion of water horizons. The latest circumstance led to the reduction of 

national water supply capacity which is legally forbidden.    

 

Research results   

The exploitative sweet groundwater resources of Ararat artesian water basin (up to 1 g/l 

mineralization) were last estimated and confirmed in 1984 (Protocol N 9475 ГКЗ СССР since 25 april 

1984) [2] and comprised 70 m
3
/sec (2,2 billion m

3
/year) from which 22 m

3
/sec (0,7 billion m

3
/year) 

was used for water intake of spring groups and 48 m
3
/sec (1,5 billion m

3
/year) for well water intake. 

The exploitative supplies were estimated for limitless period of time and by working 1455 exploitative 

wells. At the same time the drilling of each well will reduce its water resources and it will be 

necessary to realize restimation of the resources which is pointed out in the 2.8 point of the above 

mentioned protocole.  

According to the admitted viewpoint (literature, regulations, instructions), the exploitative 

supplies of groundwater are the supplies, which, accounting the ecological needs, can be taken from 

the mine site in the case of accepted regime of exploitation with technically and economically 

estimated pumping structures thus preserving water quantitiy and quality during all the period of water 

utilization calculations. If we follow the logics of this concept, then it was not to be a depletion of 

Ararat artesian basin water resources by exporting 1,5 billion cubic meters water with 1455  water 

well holes keeping at the same time the expences of natural springs.   

However, new well holes began to be opened with new operation since 1990 and especially 

2000 and in 2016 [3] about 1795 well holes were operating for the purpose of exploitation with 64 

m
3
/sec or 2 billion m

3 
total capacity. The production of water for more than 500 million cubic meter 

annually from the exploitative supplies confirmed for well holes led to current tragic situation.     

As a result the fountaining zone in Ararat artesian basin reduced up to three times and almost 

all springs were dried the constant expense of which comprised about 30 m
3
/sec, after which the water 

levels of underground waters began to reduce gradually, the pressure horizons began to exshaust and 

the expences of the rivers fed by springs decreased. The surface area of underground waters which 

have positive pressure reduced by three times reaching from 32760 hectare to 10706, Fig.1 [4].  In 

1983 44 communities were situated in the fountaining zone and 60 percent of them fully or partially 

lost their irrigation or potable household underground water which was received from fountaining well 

holes [4].  

As a result of pressure water level reduction currently a number of springs of Kulibeklu, 

Aknalich and Taronik groups of the river mouths of the Metsamor have disappeared. From the 

mentioned spring groups no water flow is noticed in all seasons of the year. If the springs with 

centralized outcome are dried (example, Taronik, Metsamor museum, Kulibeklu), then in the central 

parts of previously surface dumping rivers small lakes of 4-5 m depth are noticed currently which 

serve as natural well holes. With the help of water pumps the waters of these lakes are used for 

irrigation and technical purposes of water supply with the following quantity:     Aknalich - 0.4 m
3
/sec, 

Armenian nuclear power station of Taronik group springs (ANPST) – 0,8 m
3
/sec [3]. In many areas 

which previously had had positive level of pressure waters currently 0,2-0,5 m below sea level is 

noticed for them (villages Aratashen, Apaga etc) [4]. In some sections the pressure had dropped to 9 m 

in the well holes. For example, in the well holes near the village Aknashen in 1971 the height of water 

fountain comprised 8,3 m, and in 2018 the water level was under the ground of 0,6 meters.   
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This catastrophic state of Ararat Artesian Basin is the consequence of the massive use of water 

for fish breeding. In general, Armenian experience is unique in world practice when groundwater is 

used for industrial fish breeding. Usually groundwaters are used massively for irrigation purposes. 

However, in all cases, it has resulted in the consumption or decline of water, drainage of groundwater 

wells and their sources. The examples are numerous: the USA, India, Australia, Saudi Arabia and 

others [5]. The water horizon of Ohallala of the USA (submarine waterfall horizon of highlands) is a 

water line stretching from South Dakota to the southern borders of Texas. As a result of irregular 

irrigation during 60 years the watercourse has completely dried up. Saudi Arabia was a major wheat 

exporter in the world in the 1980s and 1990s due to the use of groundwater. Today these water courses 

are completely empty in Saudi Arabia. The US NASA experts have discovered that, due to the short 

term exploitation, 21 of 37 major US aquifers have reached the critical point of exhaustion. 

A typical classical example of the depletion of groundwater resources is the precedent of 

groundwater depletion and drainage of carbonated waters and cavern springs in Ras Al Ain in the 

Syrian Khabur River basin. Here groundwater production has taken place without taking into 

consideration the requirements necessary for their study, reasonable exploitation and maintenance.  

 

 

 

Figure 1. The map of fountaining zone of  Ararat artesian groundwater 

 

There were more than 300 springs till 2000s, among them were 17 powerful voccules  and the 

cost of each  fluctuated within 3-7 m
3
/sec. The summative cost of the springs reached up to 45 m

3
/sec - 

100 m
3
/sec.    

The costs of these springs were constant till 1980 and it was possible to consider them as 

renewable and natural resources. The lands of Hasake and Der Eir Zore in Syria were irrigated with 

spring waters. Underground waters has begun to be produced from ten thousand (from about 40 

thousand) well holes from the same basin with uncontrollable irrigattion purpose.  The result was 

catastrophic and during 20 years the flow of all these drinking springs stopped and they turned into 

drainless lakes. Afterwords during five years all the lake-springs completely dried up till the bed. 

Currently the process of underground water depletion is going on and the underground water level 

recesses for 0,5 m annually.   

All the pemissions for water utilization has been given without hydrological researches and 

confirming underground waters in Ararat artesian basin since 2000. The principle of scientifically 

proved and practically applied method and methodology was roughly violated. The sources of feeding 

and renewing of underground waters, the radiuses of feeding of water intake well holes and their 
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influences, the interrelated influence among neighboring water intakes, the boundary and edge 

conditions of pressure water courses, the coefficients of water conductivity and level conductivity and 

filtration parameters were not determined. It is known that during the exploitation the inflow of non 

condensing waters happens from neighboring water courses which  makes the qualitative 

characteristics of waters worse. The predictions on water quality changes were not realized. The 

interactions of different water courses, water intake well holes and also underground and surface 

waters were not estimated. The exploitation was being done by inefficent schemes of well holes as a 

result of    unfair water utilization.  

Important characteristics for underground waters are 1) water amount in water courses 2) 

water amount which inflows into the water course in natural conditions 3)  water amount which can be 

produced by efficient water intake constructions from the water courses from the technical and 

economical viewpoint.    

So, if for perspective estimation of utilization of other useful minerals, oil and gas only one 

concept as  «useful mineral resource» is enough, then the latter can not completely characterize the 

opportunities of efficient exploitation of underground waters. That is why in hydrogeology, except for 

the notion of «underground water supply», ther term of «underground water resource» is also used 

which determines the feeding of water courses.  Underground water supplies and resources are 

subdivided into 1) natural, 2) artificial, 3) inclusive and 4) exploitative.   

Under natural (dimensional) resources we understand the gravitation water amount condensed 

in cracks and pores of watercourse rocks.  In no pressure water courses the water amount of 

fluctuation zone and gravitation water amount situated under the natural level fluctuations are divided 

which is called regulated supply. The elastic resources are also considered to be the natural resources 

of pressure cources. By the latter we understand the amount of those waters which is possible to 

produce during the level reduction on the basis of the elastic properties of rocks and water courses. 

Natural resources have capacity measurments.   

Natural resourses (or static resources) - water course which is the water amount occurred  as a 

result of seepage from atmospheric precipitations, water cources above and below the rivers and from 

the nearby territories in natural conditions. Natural resources are equal to the sum of inflow 

components of the given water course. They are expressed by cost units.  

Artificial resources – the water amount formed as a result of seepage from irrigation in the 

water course and dams of artificial feeding.    

Artificial resources – water amount occurred as a result of filtration losses from irrigated 

fields, canals, reservoirs and also as a result of artificial feeding.   

Inclusive resources – water amount inflowing the water course from neighboring courses and 

other water bodies.    

The estimation of exploitative water resources has the primary significance for installing water 

intake holes.  

The exploitative supplies of underground waters are generally connected with other resources 

and supplies with the following balance [6] 

 

                               

where Qex– the exploitative resources  m
3
/daily, Qn  and Qa – natural and artificial resources 

correspondingly m
3
/daily,  Vn  and Va – natural and artificial resources correspondingly m

3
,  Qը  – 

inclusive resources,   m
3
/daily, t – time during which the exploitative resources are intended to be, α1, 

α2, α3, α4 – the coefficients of correspondingly natural resources, natural supplies, artificial resources 

and artificial supplies.  
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Experts have different opinions about the concept of groundwater depletion. This issue is not 

discussed here, but, in my opinion, it is necessary to distinguish two notions: (1) underground water 

depletion and (2) the depletion of the exploitative underground waters. 

By saying underground water depletion all the cases connected with the reduction of natural 

and/or artificial resources should be understood which are connected with the exceeding of water costs 

to feeding. The reason for groundwater depletion can become the change of feeding conditions and 

groundwater exploitation. 

By saying the depletion of exploitative underground water resources the case should be 

understood when the production exceeds the estimated exploitative resources.  

The indicator of groundwater depletion is a continuous level reduction process that leads to a 

reduction in natural resources (gravitation - non-pressure horizons and elastic-pressure horizons). An 

important role in groundwater depletion is devoted to the intake and drainage structures. 

Until now we have no response to the question what resources the groundwater supplies that 

are extracted in Ararat artesian basin are provided by. If we follow the structure of the formula, we 

will assume that the exploitative resources of fountaining zone are formed according to the elastic 

resources. The latters are not classified as resources and do not have the ability to recover. In the water 

course horizons the elastic regime of groundwaters is formed according to water and rock 

compression. Its dynamics is very complex and depends on many factors. In case of exploitation of 

elastic supplies by unlimited time it will definitely be exhausted. 

In Ararat artesian basin only the fountaining component (which is economically profitable) is 

exploited from the elastic resources. In this case if t∞, then the second member of the balance 

formula will become zero and thereby the fountain waters will be consumed. 

 When this unlimited time will come it is still unknown. However, it is already clear that we 

have entered a time period that leads to the consumption of fountaining water resources. The vivid 

evidence of this is the fact that the fountaining has stopped in one third of the well hole fountaining 

area. Still it is not clear what time period is needed to obtain a certain elastic regime in a particular 

water horizon. For example, theoretically  how much time will be needed after dewatering Ararat 

artesian basin to renew or restart the undisturbed regime with all its criteria. 

At the beginning of 1980s studies to determine the age of groundwater circulation were 

conducted in Sevan basin in Armenia [7]. The method of isotope exposure (hydrogen isotope -D, 

oxygen isotope - O
18

, carbon isotope - C
14

 and helium) has been applied. The Artesian basin of 

Sarukhan is situated in the basin of Lake Sevan which is very similar to Ararat artesian basin with its 

hydrogeological structure, origin and chemical composition of waters. By the results of isotopic 

research the age of groundwater circulation in Sarukhan's artesian basin pressure horizons has been 

estimated for about 500 years. This means that water pressure in the pressure horizons occurs during 

500 years. Sweet water of 14000 years has also been encountered in Sarukhan basin. 

Comparing Sarukhan and Ararat artesian basins, it can be stated that the recovery of 

undisturbed water regime of Ararat artesian basin will take at least 500 years. 

  The water course rocks of Ararat artesian basin (intermountain fields) have high water 

conductivity and involvement of dumping water to the depression zone during the exploitation of 

water intake structures. The depression funnel is about 530 square kilometers only in Armenia [3]. 

Generally, for estimation the exploitative resources of artesian basins the value of the module 

of groundwater exploitative resources is an important criterion*
1
. This criterion also serves as a 

                                                 
1
 By the module of the exploitative water resources we understand water cost l/sec which is 

possible to get out from 1 sq/m water surfac 

bulletin.am 
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specific indicator. That is to say, its dimension if reaches a certain unacceptable, disturbing limit 

during operation will be disconnected between the hydraulic capacity and exploitation of the water. 

 According to these conclusions, let's see how Ararat artesian groundwater exploitation was 

changed from 1980 to 2018. In 1980 it was 40 l/sec km
2
 6] and in 2000-2010 it was 60 l/sec. km

2
 

reaching  1000 l/sec. km
2
 at some territories. This means that groundwater extraction has increased 

from 1.5 to 50 times in 35 years. Since the increase was only due to natural (elastic) resources of 

fountain waters, it is evident that only natural resources are involved in the formation of exploitation 

supplies. In this case, the depletion of exploitation resources is taking place. 

 

Conclusions   

1. The renewing natural (dynamic) resources of Ararat artesian basin are consumed. It does not 

manage to renew. It is not known how long the undisturbed regime will continue. It is a complicated 

task still unsolved. It can take hundreds and thousands years. 

2. The water intake is realized due to natural (static) resources from Ararat artesian basin which 

is constantly decreasing. Besause of complicated geological structure no researcher and research group 

could manage to estmate correctly the size of the supply of the exploitative resources of Ararat 

artesian basin. 

3. The depletion of water courses of Ararat artesian basin takes place.   

4. The permission of any new water intake by geometric progression order will fasten the process 

of depletion of water courses and decrease of water supplies.     

5. The groundwater supplies of Ararat artesian basin were last estimated in 1983. 40 years have 

passed. According to the Soviet Period rules and regulations the supplies were confirmed for 25 years 

term [8]. Afterwords it was necessary to restimate those supplies: the same is required by RA 

Government 2012 November 22 №1480-N decision. According to the last decision the supplies should 

be restimated in case if there is a change in hydrological and ecological situation (all the springs were 

dried up and the fountaining zones and waters had been reduced).   

6. All the data concerning the water supplies of Ararat artesian basin are outdated and their citing 

is professionally wrong. Now the Ararat artesian basin is not the same that has been 40 years before, 

all the hydrological and ecological parameters have been distorted.   

7. It is confirmed in all the previous and current regulations that new water intake is not 

permitted if it is already being done. The water supply restimation should newly be done.   

8. For the purpose of fishing industry or irrigation in the case of new well holes and new water 

intake the expences of water supply well holes for many settlements and objects will decrease or they 

will dry up. By this stage the depletion process of not fountaining pressure water courses will start. 

The new, unsecured water intake on the bank of the Metsamor (Sev Jur) will lead to the drying of the 

Metsamor which has natural flow.     

9. The current capacity of underground water supplies of Ararat artesian basin is obvious. Now 

there is not so much water to provide the operation of those well holes.     

10. It is necessary to stop the permissions of new water intake and to regulate the current water 

intake if we don’t want to lose the remaining water resources in Ararat artesian basin. After it will be 

late. Our next generation will say – They seemed to think about only fish eating.    
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ИСТОЩЕНИЕ ПОДЗЕМНЫХ ВОД АРАРАТСКОГО АРТЕЗИАНСКОГО 

БАССЕЙНА 
 

Г.А. Торосян 
Министерство энергетических инфраструктур и природных ресурсов РА 

______________________________________________________ 

Вместе с поверхностыми водамы подземные воды состовляют основные водные 

ресурсы Армении. Одновременно, подземные воды со своимы формированием, 

образованием, транзитом, разгрузкой и аккумляцией строго различаются с 

поверхностными водамы.  Сегодня процесс видачи разрешений на водопользование для 

подземных вод по своему характеру не различается от выдачи разрешений на 

пользование поверхностных вод. Предоставление чрезмерно многое разрешений 

водопользования подземных вод Араратского артезианского бассейна, без подсчета 

запасов и определений допустимых норм водвозабора и понижения, привели к 

https://www.geofund.am/hy?year_from=&year_to=&inventory_number=4457&author=&query=#reports
https://www.geofund.am/hy?year_from=&year_to=&inventory_number=4457&author=&query=#reports
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истощению запасов подземных вод, уменьшению фонтанирующей зоны, понижению 

расходов родников и засушению. Для разрешения проблемы предлагается уменьшить 

предоставления разрешении на водопользование, сократить и регулировать водозабор, 

осуществить переоценку эксплуатационных вод. 

 

Ключевые слова: Араратский артезианский бассейн, подземная вода, стощение, 

ресурсы. 
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______________________________________________________ 

The impact of global climate change on the planet is already noticeable today. In recent years. many 

disasters occurring in different regions are one of his evidence.  Climate change will primarily affect water 

resources. This article assesses the key elements  of water balance that depend on global climate change in the 

Republic of Armenia. According to prognoses, it is expected that in the near perspective, already by 2030, the 

precipitation in Armenia will decrease by 2.6%; evaporation will increase by 0.95%; flow will decrease by 

3.1%; and the country’s water resources will decrease by 0.6 billion m3, i.e. 8.5%. 

 

Key words: water resource; global change; water balance; natural flow; trend. 

 

Introduction 

The Republic of Armenia with its area of 30 thousand km
2 
occupies the southern part of South 

Caucasus. Although the country’s area is in the north of the subtropical zone, however, due to the 

mountainous landscape, it is influenced by the air masses from the temperate climatic zone where the 

western masses are predominating. 

The average altitude in Armenia is 1830m above sea level. Although the rivers are short and 

not deep, however because of the high slopes they have a great hydro-energy potential, a considerable 

part of which is now already used. The dynamic resources of the river flow being formed in the 

country, according to the “RA National Water Program”, make approximately 6.8 billion m
3 
[1]. 

While the river network in the Republic of Armenia consists of approximately 9,500 small and 

medium rivers, only 379 of them are 10 and more km long. For a country with such a large number of 

rivers, Armenia is at the same time a arid country, with annual precipitation of only 620mm.  

In the most densely populated sector – Ararat Valley, which has an altitude of 800m-1,000m – 

the annual total precipitation is around 220mm, while in high mountainous areas it can reach to 

1,000mm and higher. A considerable part of rainfall occurs during April and May (about 37% of 

annual precipitation), while the share of December-February is only 17%-Á, and that of July and 

August is less than 10%. 

Impact of global climate change on hydrometeorological factors in the Republic of Armenia. 

Around 47% of the river flow in Armenia is formed from surface waters and 53% from 

underground waters [4]. River waters are largely used in different industries, especially in agriculture, 

where 76% of the total water withdrawal is used for irrigation purposes only [3]. 

Water resources are used also for utility-household and industrial supply, hydraulic energy, 

fishery and recreation. 

Although Armenia has a very small impact on global greenhouse gas emission, however the 

living standards of the population, economic productivity, and the future economic development are in 

danger. It is a scientifically well grounded fact that climate change takes place and will take place as 

long as the volume of the greenhouse gases available in the air is larger than the processing capacity of 

the earth’s natural cycles [2,3]. 

Studies conducted in Armenia over the recent years indicate [5] that, like other regions of the 

earth, a certain climate change is observed also in Armenia and is expressed by changes in air 
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temperature and precipitation, which in turn have their impact especially on river flow and its yearly 

distribution. 

 

Conflict setting  

These hydro-meteorological changes will be more obvious during the 21
st
 century. As the 

studies conducted in the country have shown, according to the high greenhouse gas emission scenario, 

with only a few exceptions, most dry areas in Armenia will lose a considerable part of their 

precipitation due to the climate change, while the annual precipitation will increase to some extend in 

the rainiest areas. 

  

Research results   

Lower precipitation level and higher temperatures will increase evaporation rates and decrease 

the snow cover and therefore the flood flow and its surface component in particular. According to the 

mentioned forecasts, the minimum river flow in Armenia, even though it can increase in some river 

basins, however will decrease in Armenian rivers in general. 

In the Figure, the average annual flow of Gomur river as well as the annual average 

temperature fluctuation tendencies in the Hrazdan meteorological station located in the Gomur river 

basin are brought in. 

We suggest to use the obtained trend line equations for forecasting the perspective values of 

these two factors. 
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Fig.: Trends of annual flow in Meghradzor water inspection point on Gomur river (1) and Hrazdan 

meteorological station (2) 
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In the near future, most probably, the local climatic conditions will change: a warmer heat 

regime and strong winds are expected which in turn will contribute to the intensification of the 

evaporation process. 

Given that the main feeding source for most of the annual flows of Armenian rivers are thaw 

and rain waters (for example, 35%-40% of the annual flow of rivers Akhuryan, Arpa, Azat, Hrazdan, 

and Kasakh is formed from thaw waters), and the forecasts say due to decrease in the winter 

precipitations and higher temperatures, lower snow cover and consequently decrease in water resource 

in snow is expected [3], therefore the average annual flow of the above mentioned rivers will decrease. 

To assess the trends in the seasonal flow change, particularly in the spring flooding stage and 

summer-fall water shortage stage (when excess irrigation water is observed in the first case and a 

deficiency in the second case is observed), as a base we selected a number of small tributaries that 

have high balanced altitudes. Given that there is water withdrawal from these rivers or only 

insignificant part of their water is used by industries, then we can admit that the actual flow of those 

rivers is very close to the natural one and change in their regimes depends mainly the global climate 

change.  

Comparative results of seasonal flow of certain rivers are brought in Table 1. 

 

Table 1 

Seasonal flow of a number of rivers with natural flow, % 

 

The Table shows that the flow of some of the rivers under study has increased in 1981-2010 

versus the flow before 1980 during spring floods (III-VI), while during summer-fall shortage stages 

(VII-XI) it has decreased. In some rivers, given the overall growth in spring flood flow, even further 

decrease is observed in summer-fall water shortage flow. 

 

1. Assessment of  RA water balance components according to IPCC scenes. 

According to the climate change scenarios suggested by IPCC and base period base period 

(1961-1990) we have carried out forecasts of the main elements for the water resource balance of 

Armenia for 2030, 2070 and 2100. The results calculated and obtained through these scenarios 

indicate that, compared with the base values, the water resources of the country will decrease by 0.6 

billion m
3
 by 2030, i.e. by 8.5%; by 1,2 billion m

3 
by  2070, which will make 18,9% of the total; and 

by 1,8 billion m
3 
by 2100, i.e. 25.4%. 

The values of precipitation, evaporation, surface flows and undercurrent in the country 

according to different climatic scenarios are brought in Table 2.  

 

     River-Inspection 

point 

Watershed  Average 

seasonal flow 

before 1980,% 

Average seasonal 

flow during 

1981-2010, % 

Difference,% 

Surface

, 

Km
2
 

Average 

altitude, 

m 

III-

VI 

VII-XI III-VI VII-XI III-

VI 

VII-

XI 

Dzoraget- Dzorakert 25.5 2220 66.7 22.6 72.9 20.2 6.2 -2.4 

Marmarik-Hankavan 93.5 2430 77.5 16.1 79.7 14.6 2.2 -1.5 

Gomur-Meghradzor 101 2430 79.1 16.4 80.6 13.1 1.5 -3.3 

Dzknaget-Tsovagyugh 85.0 2220 81.6 13.9 82.1 13.1 0.5 -0.8 

Arpa-Jermuk 180 2790 64.6 24.9 61.3 26.2 -3.3 2.0 

Meghriget-Lichk 21.0 2950 53.5 41.2 63.3 34.1 9.8 -7.1 

Voghji-Kajaran 120 2840 60.2 35.8 61.9 33.8 1.9 -2.0 

Dzoraget-Katnarat 140 2320 60.3 30.9 58.0 32.8 -2.3 1.7 
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Table 2 

Forecast of the water balance elements in RA by climate change  

scenarios for 2030, 2070 and 2100   

 Climate change 

scenarios 

Precipitation Evaporation Surface flow Undercurrent 

billion  

m
3
 

mm billion 

m
3
 

mm billion  m
3
 Mm billion  

m
3
 

Mm 

 

     2030 (air temperature increases by 1.1
o
 C, precipitation P decreases by 3.1 % ) 

 

Base, 

1961 - 1990 
17.6 592 10.5 352 6.4 215 0.7 22 

t  + 1.1 ûC; P  17.1 575 10.6 357 6.2 208 0.3 10 

 

2070. (air temperature increases by 2.7
 o
 C, precipitation P decreases by 5.9 % ) 

 

t  + 2.7 ûC; P  16.6 558 10.7 360 5.8 195 0.1 3 

 

2100Ã. (air temperature increases by 4.4 
o
 C,  precipitation P decreases by 8.7 % ) 

 

      t  + 4.4 ûC; P  16.1 540 10.8 362 5.3 178 0 0 

       

• By 2030, evaporation will increase by 0.1 billion m
3
: 0.95%, while precipitation will decrease by 0.5 

billion m
3
: 2.84%. 

• By 2070, evaporation will increase by 0.2 billion m
3
: 1.91%, while precipitation will decrease by 1.0 

billion m
3
: 5.68%. 

• By 2100, evaporation will increase by 0.3 billion m
3
: 0.86%, while precipitation will decrease by 1.5 

billion m
3
: 8.52%. 

 

Given that, according to forecasts, decrease in precipitation, and, on the opposite, increase in 

the air temperature meaning also increase in evaporation, is expected in most river basins, it is already 

necessary to develop measures that will make it possible to mitigate to some extend the expected water 

deficit in the country. 

Studies show that in certain locations of the country the natural conditions will become 

unfavorable for growing a number of crops caused by increased river flow in spring and decreased 

flow in summer. In countries like Armenia, where agriculture has a large share in the GDP (with direct 

agricultural produce making 20% and the food processing industry making 10% of the GDP). Since 

agriculture largely depends on the irrigation water coming from rivers, therefore the climate change 

can seriously impact on agriculture as well as on other industries [3].  

 

Conclusions   

Currently, water supply in 40% of Armenia’s irrigated land areas is carried out by pump 

stations, which pump water with the help of electricity up to 500m high. 9% of electricity use is the 

share of pumping stations pumping water for water management and household use. Given that 

currently only less than half of lands needing irrigation is irrigated, it is already necessary to develop 

adaptability measures.  
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The most profitable of these, in our opinion, is first of all accumulation of excess water in high 

mountainous regions by establishing new small reservoirs to accumulate excess spring water, which 

will enable to mitigate to a certain extend the current as well as expected water deficiency through 

gravity irrigation in summer time. 

The suggested reservoir system, together with existing reservoirs, will enable to regulate up to 

3.0-3.5 billion m
3 

of the river flow formed in the country, which makes 45% of the annual river flow. 

This can resolve a number of strategic problems: expansion of irrigated land areas up to 450 thousand 

hectares; substitution of most of the mechanical irrigation systems with gravity system; additional new 

capacities for energy system; protection against flooding of coastal areas; establishment of nature 

protection and recreation zones, etc.  
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Влияние глобального изменения климата на планету заметно уже сегодня. 

Доказательством этому - многочисленные катаклизмы происходящие в последние годы

в разных регионах. Изменение климата в первую очередь повлияет на водны ресурсы.

В данной работе оценены основные элементы водного баланса Республики Армения в 

условиях глобального изменения климата. По прогнозам, ожидается, что к 2030 году 

количество осадков в Армении уменьшится на 2,6%, испарение увеличится на 0,95%, 

сток уменьшится на 3,1%, а водные ресурсы страны уменьшатся на 0,6 млрд 

кубометров. то есть на 8,5%. 

  

Ключевые слова: водные ресурсы; глобальные изменения климата; водный 

баланс; естественный сток. 
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______________________________________________________ 

 

Over the past quarter century of the history of independence of Armenia, after the collapse of the Soviet 

Union, the interaction patterns and the ideological environment have changed. Armenia is in a transitional state 

of the formation of market relation and these realities force us to form new technological links between the 

tourism industry and the cultural environment in which museums have a special place. And the question not only 

and not so much is that each individual museum has to “survive” in the harsh market conditions, but that the 

museum can and must find its strategic decisive place. Developing itself, the museum, as a catalyst for the 

tourism industry, plays a significant role in the social and economic development of the region. The tendencies 

of development of museum tourism in Armenia, the problems of regional museums of Armenia and their 

characteristic features are considered  and a matrix model of interaction of museums and travel agencies, the 

evidence of synergy effect for Armenia in the interaction of two spheres of tourism and museum business are 

presented here as a single system. Examples of successful projects implemented in Armenia which have 

synergetic  effect (an example of creation) are also given. The concept of a museum as a Center of gathering 

information in the coordinate system of travel agency-tourist-museum is given here. The museum is considered 

as not only a place of storage of exhibits, data archiving and a research center, but as the main link in which the 

cultural, geographical and historical information of a separate territorial area is concentrated. The museum is a 

generator of the formation of profits in the technological chain consisting of the tour organization-tourist-

cultural layer. 

 

Key words: Armenia, museum, brand, tourism, synergy, cooperation, model of interaction, 

guide, excursion guide, the center of gathering information.  

 

Introduction 

Using the cultural heritage of the Armenian people collected over thousands of years the 

branches of the tourism industry (Intourist and Sputnik) operated in Armenia in the Soviet period 

which in this or that way solved the issue of integrating tourism and culture and promoted awareness 

and development of these two spheres. But after the collapse of the Soviet Union, like many other 

large structures, these giants were practically destroyed, and, accordingly, all the relations between 

tourism and the cultural environment were stopped and particularly, the relations between museums as 

one of the carriers of the cultural environment were broken. Not only the ideological environment, 

accents and personnel, but also the interests of the user have been changed. With today's market 

realities, both representatives of the tourism business and museum organizations have to find new 

solutions and ways to restore and establish these lost connections. 

In Armenia, the tourism is a unique opportunity for an ordinary traveler to visit not just 

unfamiliar places, but those places where few people have been but it is not for a researcher - 

specialist. The historical, educational, purposeful, museum and other types of tourism are not 

presented here in a "pure" form, but as if at the junction of forms. 

Leaving the house, any tourist and traveler schedules a route for himself. It means that the 

purpose and objectives of the trip may not be very clear for him, but the traveler decides for himself 

where to go beforehand. Using what criteria does he do it? How and on what basis is a “new” country 

chosen for visiting? Arriving in the country as an ordinary tourist, he somehow gets into its museums. 

And then the question arises: is the museum claimed to create an image of the country for the visitor? 

to form a certain point of view on its homeland, to make you look at the country from a certain angle? 
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Can a museum take any “preventive measures” in order to attract foreign tourists, gain their trust and 

enlist the future support of their “compatriots” in promoting the museum brand? 

There are many examples of how a museum becomes the “face” of its country as a brand. It 

becomes not only recognizable and significant in the global cultural space, but also represents the 

image of the country for foreigners and the image of the motherland for compatriots. 

Well-known examples of museums of this kind are: the Metropolitan Museum in the United 

States, the Louvre in France, the Hermitage and the Tretyakov Gallery in Russia, the Solomon 

Guggenheim Museum in the United States or Bilbao, etc. 

“If yesterday the project of museum was primarily about creating an “interior” and the 

exposition as a unique work of art, the success of which was the talent of the scriptwriter and the artist, 

today it is a complex product integrated into long-term social and economic development programs 

which is the result of consolidated efforts and every time a unique fusion of symbolic, social, cultural 

and investment capital".
1
 

 

Conflict setting  

What are the perspectives for the development of tourism and museums in Armenia in terms 

of the stated topic? What are the “national” peculiarities of this cooperation? Tourism and museums - 

what is the synergetic effect? How can this path be shortened from a traveler-tourist to a museum, and 

how to integrate provincial museums into the tourist business? 

 What is the reason that many cultural and historical sites in our country are not visited by 

tourists and are not included in the registry of travel agencies? These undoubtedly noteworthy 

representatives of the national culture have been left out of the attention of not only the tourists, but 

also domestic state structures (organizations) obliged to decide how and where to realize this unrelated 

image resource of the territory. 

“Entering into the market of cultural technologies, the museum produces samples of new 

activities. These are modern multimedia expositions, outdoor exhibitions, “live” ethnographic 

expositions where the village lives as if “behind the glass” and the visitor passes by simply watching. 

You can add historical reconstructions and historical modeling to the list of new museum practices 

which imply the cognition of the past through modeling it in the present”.
2
 

There is no need (and means also) for the national or folk “imitations” in Armenia which are 

very widespread in the world. Armenian architecture, which is of interest from the point of view of 

museum or historical tourism, is quite authentic in itself. Architectural monuments exist in such a 

variety of quality and quantity which  makes all imitation projects unnecessary in advance. 

 

Research results   

Many cultural and historical sites of the national heritage of the country are concentrated in a 

relatively small area and not all of them exist as a museum (collection). Sometimes it’s just a detached 

object (for example, a temple, a fortress, ruins etc). Often they are in places hard to reach and in poor 

condition. The underdevelopment of tourism infrastructure and the lack of programs and methods of 

interaction with museums is the main reason for the poor attendance of both museums and some 

unique historical sites or even regions. After all, independent of the scale of the activities of tourist 

organizations, their routes are almost identical and geographically limited. It means all tourists travel 

in the same type of areas, regardless of the chosen method of traveling, the sum of money, degree of 

                                                           
1
 Museum projecting / Editor in chief A.A. Sherbakov, composed by A.V. Lebedev, M., 2009, p. 7-8//  

Laboratory of museum projecting, Russian institute of culture, 2009 
2
 Samples and figures of modern museum structure. This lecture of expertise was figured by V. Yu. Dukelskiy, 

Candidate of Historical Sciences, a leading scientific worker of the laboratory of museum projecting RHC during 

the seminar for the museum workers – the author of project and the winner of grant competition <<Changing 

museum in the changing world>> in 2010.   
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preparedness and the chosen type of tourism. Naturally, it inhibits the development of each specific 

unit of the participant of the process separately and does not give the desired effect when combining 

the efforts. 

How to solve this problem? How can a museum interest a travel agency and vice versa? How 

can it become attractive in terms of investment? How can it convince travel companies in the mutually 

beneficial cooperation? 

In our country there is no separation of spheres of influence of tourism and museums. There 

are some "independent fields" in museums and travel agencies. Each has its own corporate features 

and individual coexisting in parallel tasks, which, however, do not interfere with the development of 

each region separately. And this factor can in no way serve as an obstacle to the positive and obvious 

synergy effect from their cooperation. 

Small museums in small towns undoubtedly have a perspective of development in Armenia. 

Often, the funds and collections of such museums are so unique and significant for world culture, they 

represent the uniqueness and value of the culture of their country so accurately and vividly that they 

create its image in a certain extent. It is characteristic that most of the museums in Armenia in 

exception of some of the museums having status (the Parajanov Museum, the Genocide Museum, the 

Komitas Museum etc.) can rightly be considered as ethnographic or geological museums.  

The peculiarity of museum tourism in Armenia is that this process seems to be self-organized 

in a natural way. And although over the years, such spontaneous, poorly organized and often not 

planned by either of the parties the interaction of travel companies and museums develops into an 

equal partnership and nevertheless, they do not have a clear plan of cooperation. A significant ratio of 

major investment in any Armenian museum is brought at the expense of visitors - tourists traveling 

with a travel company who "pass" near the museum and drive along "as if on the way." As time and 

circumstances go, museum tourism has already become part of the structure of the work of many 

museums in the country. And today's partnership of museum organizations and the tourism industry is 

a new, promising and highly successful line of business for both spheres of the direction of activity. 

At present, the situation is so that the tourism industry in Armenia is more developed and well 

organized, the investment influence of foreign capital and financing from state structures are much 

more significant in it than in the field of museum business. Nevertheless, there is no clear management 

structure and patterns of interaction between travel companies in the tourism industry. Major travel 

agencies in Armenia, as a rule, cooperate with small ones one-sidedly from the position of “elder 

brother”. 

Concerning the museums, large and status museums in Armenia which are obviously well 

visited and included in tourist routes, as a rule, do not have developed strategies for embedding 

regional museums in their structure. Currently, the only kind of interaction (cooperation) of small and 

large museums can be called touring exhibitions. The common thing is that in Armenia in both these 

areas (tourism and museums) the process of intra-corporate integration takes the first steps. 

A large percentage (over 70%) of tourists visiting our country are Armenians by origin and 

they consider today’s Armenia as their homeland. It is a sort of original type of target tourism with a 

very popular motivation of "visit the house of the grandfather". Such a tourist - Armenian arrives in 

his historic homeland. He has already formed the emotional image of the country according to the 

stories of grandparents, intellectually (being well-informed) he is more or less prepared. He wants to 

receive a visual confirmation of everything he has heard and read. The motivation to visit the country 

and its museums is the desire to reach his roots, to deepen into the atmosphere of his homeland and to 

enjoy it. This unusually grateful, interested category of tourists is a huge target audience for some 

small local museum. 

Naturally, the travel agency collaborating with a specific museum (s) and making the route is 

set to “lead” such a tourist to the museum, and the museum - to “meet” his expectations. And if a 
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foreigner is seen in small (especially ethno) museums as a dear guest, then the Armenian visitor is 

accepted as a native one. 

“In a contemporary culture saturated with images and sounds where a person experiences the 

strongest informational and emotional pressure every second, such a conservative museum 

environment often becomes a truly exclusive meeting for the tourist and a special experience”.
3
  

Some small (there are many of them in Armenia) museums not having a strategy of 

development and introduction into the world cultural community as a market unit, got into the modern 

trend in a natural way. In other words, the chosen way of communication with visitors and all the 

activities of the museum as well, in principle suddenly turned out to be creative and true as a product 

of a certain tourist interest. And, in its turn, if previously only people who had set before themselves 

such a goal reached  deep in the country, and only specialists and researchers got into the little-known 

regional museums, now almost any tourist has the opportunity to get to almost every corner of the 

world, of the country, its regions and museums. 

“The practice of preserving and tourist programs should represent high quality information to 

support the visitor to recognize the sense of heritage and the need to protect it. These programs also 

must support the best visit of the tourist”.
4
 

Very often such museums are concentrated on some unique samples. And all the exposition 

and the background are set round these samples. This does not compel informational and emotional 

over crowdedness. Such kind of excursions are remembered by the tourists for long time and are later 

told with pleasure to their compatriots.   If to take into account the fact that more museum workers in 

such “province” little museums are the fans of their work, they are sincerely devoted to their job and 

consider the museum their home, then the best figure of the country can not be dreamt about.  

There is one more characteristic, perhaps, for many countries with numerous little-known 

museums. The staff there is very small and the experience and level of work is very high. Many of the 

employees perform several functions simultaneously, occupy more than one and even more than two 

positions on the staff and know more than one foreign language. Such a guide - researcher can easily 

serve as a guide in any travel company. I know from my own experience that many travel agencies in 

Armenia use museum employees as “invited specialists”. This independent process of transferring 

guides from the museum to travel agencies is quite common for Armenia and it is high time to 

organize and legitimize it. 

So, the narrating guide in the museum sends visitors (as a continuation of the tour) for example to 

a nearby temple complex. Or vice versa, a tourist guide from the temple brings his group to a local 

museum to fully immerse into the cultural environment wishing to cover a whole period of history and 

completes it in a nearby village with preserved samples of an ethnic group or some other landmarks of 

the region. 

One of the most common areas of the capitalization of the museum is the increasing the awareness 

among the people and the formation of a particular brand. But the formation of a brand not for any 

museum is a necessary condition for its development. In Armenia the specificity of the territory is so 

that a well-known brand resource can be found next to the museum which has become a catalyst for 

tourist interest in the region thus increasing the museum attendance by several times. 

The example of such correctly chosen way of development can serve the monastery of Tatev 

(the Armenian monastery complex of Tatev, (IX-X centuries), Syuniq region). Tatev Monastery is a 

                                                           
3
  Lyashko A.V., Museum tourism in Russia. The evolution of the format// The bulletin of the University of Saint 

Petersburg, Series 6, 3
rd

 edition,   Publishing of Saint Petersburg University,  2012, p.21-27. 
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 INTERNATIONAL CHARTER ON CULTURAL TOURISM. Principle 3 (tourism management in the sites of 

heritage, 1999). Stated by ИКОМОС in the 12
th

 Top Summit in Mexico,  October  
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well known and an ancient world brand which has many decades to enter the compulsory route of any 

tour agency working in the territory of Armenia.  

 In 2008 the project of “Tatev Revivial” as a beneficiary initiative was launched by the 

government. In 2010 the aerial railway of “Tatev Wings” was opened (length 5,7 km)  stretching over 

the Vorotan Gorge. The opened unique by its length aerial railway is recorded in the Guiness Book of 

Records and became a world brand itself raising the interest towards the temple complex and local 

museum.       

Nowadays the Tatev monastery, the aerial railway “Tatev Wings”, the bridge “Satani 

Kamurj”, the cave, Tatev University, museum and other many sights of this region are known as big 

tourist “Tatev Gates”. The complex becoming the most popular route of purposeful, historic, cognitive 

and even extreme tourism is the example of successful cooperation in the sphere of tourism which is 

the synergetic effect of interaction.   The reconstruction of the ancient temple, monastery, university, 

museum and the ways to the museum-recreation cluster took to the flow of new capital which in its 

turn let distinguish the means for the reconstruction of the museum and the temple, for the 

development of the local museum and the development of all region in total.    

 In Armenia, in one way or another, it is worth making a bid on visitors - the tourists. Indeed, 

often, the local population does not constitute a significant percentage of museum visitors. This is a 

global trend when many (if not all), even very famous museums work for tourists. And if earlier the 

private task of the museum was to “register” in the travel agency routes and this was the only point of 

contact, now many museums work as a travel agency and museum in parallel.  

Travel company has the goal of making a profit and attracting new customers. Why not to 

correlate these goals with the tasks of a particular museum? How do they differ in these goals and 

objectives? If a tourist organization attracts a tourist and is an organizer and an accompanying person, 

then the museum in this context is also its seller.  

The tourism industry offers, represents and sells museum product to its audience. And at the 

same time, the audience, wishing to become museum lover, uses the services of a tour industry. It 

means, in fact, that they are links of one chain of profit formation. Thus, they are not competitors but 

complementary players of the same team cooperating with one another. There can be no talk about the 

division beforehand  of spheres of influence and luring away the target audience. The interests of 

travel agencies do not go against the interests of museums. After all, all tourists in Armenia are 

potential museum visitors. 

The synergy effect in this context is primarily a one way effect of joint action, a vivid example 

of combining the interests and tasks of two parallel coexisting structures. But, when building up the 

interaction schemes between the tour industry and the museum responsible for the “cultural load”, 

each link of this chain must take its own priority. The number of visitors to museums –the citizens of 

our country is very limited in number. And its composition does not change over the years. This is our 

national specificity. 

“The programs on preserving, interpretation and development of tourism must be based on all 

sided understanding of direct, but often on difficult and contradictory aspects of the meaning of 

different types of heritage. The continuation of research and consultation has an important meaning for 

interaction of understanding the evolution and estimation of this sense”.
5
 

Namely in the museum (local historic museum, ethnographic and others) all the information 

on the local cultural-geographical and historical layout of the territory is concentrated. Here not only 

unique samples are collected and exhibited, but also all the “history” of the country is archived and 

                                                           
5
 The principle 2 INTERNATIONAL CHARTER ON CULTURAL TOURISM (management tourism in the sites of 

heritage, 1999.) Stated by ИКОМОС in the 12
th

 Top Summit in Mexico, October 1999.   
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that’s why the local museum can be considered the Centre of gathering the information of the target 

“cultural” territory. And no other separately taken sight (monument, architectural complex and others) 

can fulfill this function.  

The algorithms given below are the models of interaction of tourist agencies and museums 

between themselves and with each other.  

The first model: visually shows how the tour agency can function in the role of connecting 

link between territorial and jurisdictionally separated museums. When two different museums not 

having any points of joining and cooperating with one and the same tour agencies are cooperated for 

joint activity.      

 

     

    Museum A + tour agency 1  

                                                      Mus A + mus B 

      Museum B + tour agency 1 

 
Or vice versa: the second model showing how one museum can be “reason” for cooperation 

(and not for competition) of various tour agencies starting from the  biggest to the little-known 

museums.  

 

 

museum  А+ tour agency 1 

 

museum A + tour agency  2                   tour agency 1+ tour agency 2+ tour agency 3 

 

museum  A+ tour agency  3 

 

 

 

 

tour  agency 
1

museum Вmuseum А
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The third model: when the museum begins to cooperate with one of the small tour agencies 

(representative of big company) – it emerges (registers) into the net of tour agencies whose field of 

activity is a little wider than its native town or region.    

 

   Museum  А+ tour agency 1 

  

   museum А+ tour agency  2 

 

   tour agency 1+ tour agency 2  

 

museum A 
Tour 

agency 2 

Tour 

agency 1 

Tour 

agency  3 
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The example of the fourth model of cooperation when the cooperation of two museums lead to 

that the museum not being involved into the programs of tour agency, became its full righted 

(constant) participant.  

          

            Museum  А+ tour agency 1 

                                                                  

                                                         Museum В + tour agency 1 

 

museum А+ museum В  

 

 
 

So, it is evident that the models of interaction (cooperation) given above on the example of 

museums and tour agencies are the illustration of one of the equivalent definitions of synergy when the 

income from the assimilation of the efforts of two companies can exceed the sum of the incomes from 

these companies till their union.   

           The combined effect of several factors in such complex systems as museums and tourism 

differs from simple arithmetic sum of separate effects. In this particular case, it differs in that the 

expected synergy opens up unexpected horizons. The development of tourism and culture (in this case 

we are talking about museums) in the case of joint work on jointly developed corporate or state 

programs will increase the financial inflows by several times. The potential created in the process of 

museum
А

tour 
agency 1

tour agency
2

tour agency 1

museum А museum В
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joint work can serve today for the benefit of the country in the most visible way and become a tangible 

source of income (Fig. 1). 

 
Figure 1. The scheme of getting synergetic effect 

    

 The module scheme of cooperation given below, museum +tour agency on the example of the 

region Vayots Dzor  (Fig. 2).  

Town Yeghegnadzor is the administrative center of Vayots Dzor region of Armenia. This 

more populated region of Armenia more or less has such  rich territorial image resources that is 

constantly included into all the routes of tour agency. Besides unusual natural superiority (highlands, 

picturesque caves, passages, magic gorges etc.) the area is simply “dirty” by huge amount of 

architectural, historical and archeological monuments (fortresses, temples, monasteries, caves, cross 

stones, sanctuaries etc.). Visiting the caves, the monastery complex Noravank (XIII-XIV centuries), 

passing over the national park, seeing the ruins of ancient settlements of Yeghis (V-VIII centuries) and 

MSH ( II millennium BC  - XV century AD), the fortresses of Berdaqar  (V) and Kechut  (X-XIV 

centuries) and also numerous temples on way   (may be Gladzor University (1282), the travellers 

constantly visit the local historic museum in Yeghegnadzor.  

It is shown on the example of Vayots Dzor region how the local history museum becomes the 

Information Gathering Center in Armenia, which is a representative of the entire cultural and historical 

part of the region and a link between travelers- tourists, tourist organizations and local sights in 

Armenia. “Today, the work of the museum extends far beyond the original functions of preserving, 

exploring and promoting the cultural and natural heritage. The museum becomes a space for dialogue 

between different communities contributing to social cohesion and creating a comfortable cultural 

environment. In the context of the social mission, the museum creates programs that are focused on 

improving the quality of life of socially vulnerable groups.  

The growing role of the museum as a driver of economic development which forms the brand 

of the territory and strengthens cultural and educational tourism and creative industries is also 

traveller,

tourists, 

the visitors of the country 

tour agencies

museums

Development and 
increasing the potential and 
welbeing of the country by 
means of "delegating" its 
culture in world community 



ARCHITECTURE AND CONSTRUCTION 

 

53 
 

important”.
6
 Indeed, about the same concept included in the program of territorial development of the 

regions of Armenia where tourism and sights along with the museums are used as a tool for increasing 

the social and economic potential of the region.   

 

 
Figure 2. Module scheme of cooperation of museum & tour agency  

on the example of Vayots Dzor region 

 

 

Conclusion   

Modern tendencies in the development of museum business in Armenia dictate the need of the 

integration of the fields of museums and tourism into a single coordinate system as equal partners. 

Tourist guides and museum excursion guides should work as agents of travel agencies and museums 

in the direct meaning of the word, to represent the interests of each other and act on jointly developed 

common schemes. Thus, there is an increase in museum revenue and tourist organizations as a result 

of the coordinated work of a single technological chain which results in a multiplicative effect. 

Certainly, cooperation and complementarity of the tourism industry and the museum organization will 

lead to a synergic effect as a source of increasing the capitalization of the parties under the conditions 

of in case of keeping certain priorities in the system of tourist organization-tourist-museum (CGI) -

cultural resource. 
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ТЕНДЕНЦИИ И ОСОБЕННОСТИ  ВЗАИМОДЕЙСТВИЯ ТУРИЗМА И МУЗЕЕВ 

В АРМЕНИИ. ЭФФЕКТ СИНЕРГИИ 

 

Е.Э. Вардапетова 

Национальный музей-институт архитектуры  имени Александра Таманяна 

______________________________________________________ 

За последние четверть века истории независимости Армении,  после распада 

Советского Союза, изменились схемы взаимодействия, изменилась идеологическая 

среда. Армения находится в переходном состоянии формирования рыночных 

отношений, и эти реалии заставляют формировать новые технологические связи между 

туриндустрией и культурной средой, в которой особое место имеют музеи. И вопрос не 

только и не столько в том, что каждому отдельно взятому музею приходится 

«выживать» в жестких условиях рынка, а в том, что музей  может и должен найти свое 

стратегическое решающее место.  Развиваясь сам, музей, как катализатор индустрии 

туризма играет весомую роль в социально–экономическом развитии региона. 

Рассматриваются тенденции развития музейного туризма в Армении, проблемы 

региональных  музеев Армении и их характерные особенности, приводится матричная  

модель  взаимодействия музеев и турфирм, очевидность эффекта синергии для 
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Армении при взаимодействии двух сфер туризма и музейного дела  как единой 

системы. Приводятся примеры успешных проектов осуществленных на территории 

Армении давших синергетический эффект (пример создания). Вводится понятие музея, 

как  Центра сосредоточения информации в системе координат турфирма-турист-музей. 

Музей рассматривается не только как место хранения экспонатов, архивации данных и 

исследовательский центр, но как основное звено сосредоточения культурно-

географической и исторической информации отдельной территориальной единицы. 

Музей как генератор формирования прибыли в технологической цепи тур.организация-

турист-культурный пласт. 

 

Ключевые слова: Армения, музей, бренд, туризм, синергия, кооперация, модели 

взаимодействия, гид, экскурсовод, центр сосредоточения информации 
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In the public perception the term "monopolist" has gone through certain stages of development. If at the 

beginning of the 20th century this term was used in a narrow sense as marketer's relationship with a single 

vendor and many buyers (or one buyer and many vendors), further along with the adoption of the legislation of 

competition protection and the state regulation of these relationships it has gained the application of economics 

and jurisprudence in its broadest sense in which the regulation settlement is based not on the fact that it is the 

only subject in the market  but the degree of the economic authority of the market which will allow him to abuse 

that power. 

          The global experience of competition protection currently proves that in terms of competition and/or  the 

interests of the consumers, it is not important whether the farmer is abusive- the monopolist or the market-

dominated business runner (hereinafter referred to as M and MDBR). In both cases the economic consequences 

are the same, market entrance barriers are created and consumers' interests are violated. That is why their 

settings are not differentiated. 

          Such experience is also used in Armenia. Despite the fact that in the law on competition protection M and 

MDBR entities have been differentiated, the same levers and mechanisms are applied to both. 

          Studies show that the regulator does not always give an adequate assessment and show right attitude 

towards businessmen. In particular, at the beginning of 2018 the interpretation of the inflation related to some 

provisions of  the Tax Code coming into force is disputable in the professional aspect conditioned by the actions 

of M and MDBR. 

 

Key words:  monopoly, monopolist, product market, dominating position, monopolistic activity, 

competition protection.   

 

Introduction 

Monopoly as a social relationship 

The first experience of scientific analysis of monopolists was made by thinkers of the ancient 

world. Aristotle argues about the methods of gaining wealth in his essay of “Politics”, advises 

politicians and statesmen to follow the examples of philosopher Tales of Miletus and a Sicilian who 

were able to monopolize according to their wisdom and timely orientation: the first in the sphere of 

selling the olive and the second in iron trade gaining large revenues by establishing a smaller margin 

in their usual price
1
. 

If at the initial stage of the development of capitalism monopoly there was an exceptional 

phenomenon in the conditions of free competition, then it gradually gained considerable weigh in the 

markets of different branches of economy. It was not accidental that, in Adam Smith's opinion, the 

                                                           
1 Aristotle, records in 4 volumes, vol.4, M., 1983, p. 396-398.  
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monopoly, given to a particular individual or commercial company, has the same effect as the secret in 

trade or in manufacturing industry. The monopolist, contributing to the constant deficit in the market 

and not reasonably satisfying the total demand, sells his product at an even more expensive price than 

the initial price and increases his revenues
2
. 

        And what is the monopoly (Monopoly, Monopsony)
3
.  In the literature of economics the 

term "monopolist" is used to describe the market quantitatively  and qualitatively. The term originates 

from the Greek words "Poleo" (I sell) and "Psoneo" (I buy) and "Monas" (one). It describes  such 

market relationship when the seller (buyer) is one and the buyers (sellers) are numerous. In this regard, 

in the economic literature, the monopolist is often interpreted as a market-oriented structure with the 

supremacy of a single merchant or buyer in which there are no substitutes for that product
4
. 

           The term "monopolist" is often used to describe the size and power of enterprises. However, the 

concepts of "big firm" and "monopoly" do not always coincide. As C. R. McConnell and S.L. Brune 

have rightly pointed out, the firm can be large in its absolute sense but relatively small in relation to 

the whole market. For example, American television producer Zenith is big in terms of sales and 

employment. But compared to Sonny, it's relatively small
5
.  

          Monopolies have been manifested in the early Middle Ages in the product markets of Western 

Europe as an economic phenomenon during the formation and functioning of merchant associations 

(gilds). However, their rapid development took place in the late 19th and early 20th centuries due to 

the industrial revolution as a result of the concentration of the economy.  

         The nature of monopolists was also studied by new representatives of classical economics (A. 

Curnon, A. Marshall, J. Klark, A.Pigu, E. Chamberlin, J. Robinson, J. Schummaser, D.Ros and others) 

from the very beginning of their existence. Particularly, A. Marshall was one of the first to pay 

attention to the positive aspects of the monopolists. 

         He attempted to find a way to compare the relative size of public benefit and monopoly profit 

depending on the choice of this or that economic strategy
6
. He also observed the condition of gaining 

monopoly's maximum profit. Joes Schumpeter also touched upon the positive role of monopolies in 

the economy. According to him, scientific-technical progress is more rapid than monopoly besides 

price and non-price abuse
7
. Certainly, in some cases it is possible to agree with such an opinion. 

Monopolies have the potential to invest in great financial resources and new techniques and 

technology as well. However, as a rule, this feature is used primarily when there is a problem of 

                                                           
2 A. Smith, Research about nature and the reasons of nations’ prosperity, Pub.of social ec. Lit., M., 1962, p. 

60. 
3 The terms of “monopoly” and “monopolist” are used in Armenian. To distinguish the only customer and 

the only seller and to characterize the market the terms of “monopoly” (as a synonym of Monopoly ) and the 

“monopsonia” (as a synonym of Monopsony) are used respectively. During the researches if there is no need 

to distinguish these two terms, it is necessary to use the term “monopolist” instead of “monopoly” and 

“monopsonia”.  
4 See I. M.  Albegova, R. G. Yemtsov, A. V. Kholopov, The state economic politics, M., 1998, p. 254.  
5 See K.R. McConnel, S.L. Bryue, Economics, vol. 2, p. 220. 
6 See A. Marshall, The principles of economic sciences, in 3 volumes, tr. from English, M., “Progress”, 1993, 

v.2, p. 182.   
7 See Schumpeter Y., A., Capitalism, socialism and democracy, M., Economics, 1995, p. 130-153. 
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market expansion or a "risk" of other entities to enter the market. Its striking example was the license 

of N60 for "ArmenTel" company for monopoly for 15 year in 9 telecommunication product markets 

under which conditions an artificial deficit was created in these markets and the company started 

investing in this sphere and to significantly lower tariffs when K-Telecom was allowed to enter the 

telecommunication markets in November 2004
8
.  

           The British economist Alfred Pigou, the predecessor of A. Marshal, observed the monopoly 

from the point of view of its settlement. He considered the state regulation to be extremely necessary. 

The period of his creation coincided with the period of flourishing and prosperity of monopolists. That 

is why his object of research is the tendency of monopolization in the economy which has slowed 

down the growth of public welfare. Taking it into account he was for the regulation of the activity of 

monopolists through active application of anti-tasting legislation. He was the first to use the term 

"price discrimination" in the theory of economics
9
.  

           According to E. Chamberlin, the monopoly price is not necessary to be the highest. And the 

amount of excess profits depends on the availability of market entry barriers. He also discussed 

monopoly for differentiated goods
10

. The first question refers to the monopoly market and certain 

cases in practice including the presence of small barriers to market entry when the monopolist does not 

always set the maximum price in case of selling his goods. The second question is also justified and 

refers to both types of monopoly. However, it is disputable to speak of the existence of monopoly 

markets for differentiated goods. The problem is that in the modern methodology of product market 

analysis three borders are defined to characterize the commodity market: commodity, geographical 

and timely. For the first two borders the price setting parameter is important along with other factors. 

Due to this, consumer groups have different demand for different types of goods with the same 

consumer characteristics. Therefore, their commodity markets are also different. Thus, for example, 

the vodkas costing 10 thousand and 2 thousand drams with the same capacity of 0.5 liters have 

different consumers. So, even if their sellers are the same, these consumers will have different product 

markets. If the price of 10 thousand drams becomes 15 thousand drams, it will not affect the 

purchasing capacity of consumers demanding 2 thousand drams of vodka as they are in different 

commodity markets. 

         Another contemporary of E. M. Chamberlin, John Meynard Cain's student J. Robinson also 

discussed the monopoly from the point of view of the settlement. According to him, as a result of the 

monopolization of the markets, their concentration tendencies are stabilized, a limited number of 

companies emerge which concentrate the production in their hands. Due to this they regulate the 

demand by applying price discrimination
11

. 

           

                                                           
8 More details in “The basic state regulation issues in the Republic of Armenia”, Miqaelyan M., V., Yerevan, 

Nahapet, 2005, p. 119-122.   
9 See A. Pigou, The economic theory of prosperity, M., “Progress”, 1985, vol. 1, chapter 16.  
10 See E. Chamberlin, The theory of monopoly competition. Reorientation of price theory, M., “Economics”, 

1996, p. 351.    
11 See J.Robinson, The economic theory of incomplete competition, M., “Progress”, 1986, p. 117  
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 Conflict settings 

 In modern economic studies, monopoly is also discussed with different meaning. If earlier the 

monopoly and monopoly power were identified, now separate researchers are distinguishing these 

concepts, given the fact that monopoly is not mandatory to have absolute monopoly on the market. 

Thus, in the textbook of “Economics”, S. Fischer, R. Dornbush and Schmallensy did not condition 

monopoly power by the existence of monopoly. According to them, the seller controls the monopoly 

power if the price of its product can be increased by reducing production volumes
12

. In our opinion, 

this approach represents monopoly (including monopolists) in a broad (not purely narrow) meaning 

that is important in terms of settlement. At least it is not essential for the society (consumers) that the 

infringer of their interests is a pure (with 100 percent share in the market) monopoly or a large market 

power (for instance, with 80 or 95 percent share). 

         

 Research results 

 Monopoly is characterized by the following 4 criteria in the textbook of "Microeconomics" 

published by the general editorial of Doctor of Economics, Professor V.G. Galperin: 1) absence of 

perfect substitutes, 2) lack of market access, 3) large number of buyers opposed to one vendor, 4) 

perfect awareness (both sellers and buyers)
13

. Here just the monopolistic characteristics are presented. 

Together with this monopoly, this textbook also regards the term "monopoly power" and Chapter 10 is 

entitled "The Monopoly and Monopoly Power". In other words, the monopoly is viewed in 'narrow' 

and 'broad' senses in the textbook. The Economic Explanatory Dictionary (hereinafter, the Dictionary) 

interprets the term as a "bouquet" of the notion of "monopoly". Despite the similarity of the Russian 

and English terms (монополия, monopoly), the concepts of "monopolist" and "monopoly" are 

separated. The term "monopolist" has been used to describe a particular type of market or branch. "1) 

a market where the number of sellers is so small that each of them is capable of affecting the total 

amount of the proposal; 2) a large branch in which a small number of firms controls over the full or 

most part of production (private monopoly)" 
14

. 
 

          The term "monopoly" is also described in a dual sense. 

          “1) The exclusive right granted to a state, enterprise, organization or a person to engage in any 

activity. In the market economy it is opposed to free competition. 2) Largest companies (firms, 

corporations) and/or their associations (cartels, trusts, concessions, corporations, conglomerates). 

Monopolists concentrate large part of the production or sales of goods and services in their hands 

allowing them to dominate the market and dictate their conditions to the consumer until the price of 

monopoly profits.”
15

.
 

                                                           
12 See S. Fisher, R. Dornbush, R. Schmalensy, Economics, tr. from English, M., “Delo”, 1998, p. 193. 
13 See V.M. Galperin, S.M. Ignatev, V.I. Morgunov, Microeconomics, “Economic school”, 1999, vol. 2, p. 75-

77.  
14 Kirakosyan G., Ghushchyan H., Tigranyan I., Economic Explanatory dictionary, Y., “Economist”, 1999, p. 

271.  
15 The same place, p. 281. 
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          As we have seen, at the first sight the concepts of "monopolist" and "monopoly" have been 

given different contents in the dictionary. Although two terms are presented in a dual sense, they 

complement one another and both express the same meaning. The term "monopolist" was first 

partially identified with the oligopolistic market structure with the difference that a small number of 

vendors separately can not affect the overall supply. The second meaning of that term does not 

conform to the essence of the concept of "monopoly", therefore, as we have already mentioned, 

monopolism (as well as monopoly) is a typical market concept. Consequently, it is manifested only in 

the market and can not be neither a branch nor particularly a production. 

          The dual sense of the term of monopoly should also be considered respectively. The first 

meaning is to have the right to engage in economic activity that is opposed to free competition, the 

second is to have such a marketable, great position (dominating position) thanks to which big 

companies can dictate market conditions. In the first case, an economic subject can be considered 

monopolist in a broader sense and/or carry monopoly activities only in case of certain additional 

conditions. In the second case, the monopoly is presented in a broad sense. As we have already 

mentioned, "monopoly" reflects one aspect of the concept of "monopoly". 

           In the economic literature several types of monopoly are separated. E. Dolan and D. Lindsey 

distinguished between closed, natural and open types. According to them, the closed monopoly 

contravenes competition by other firms with legal restrictions such as copyright patent protection. In 

that sense it is close to the monopoly supported by the government. Natural monopoly can be 

characterized on the one hand as technological monopoly with state support and as a closed monopoly 

since the level of market protection is higher than the competitors' natural monopoly
16

 on the other 

hand.
 

          According to N. Lukyanichkova, the basis for the general classification of monopoly should be 

the initial (baseline) division into natural and artificial monopoly according to the following criteria: 

the role in national economy, the temporal character of monopoly power implementation, the 

characteristics of the monopoly market behavior, the reasons of occurring and the basics for 

functioning spheres and legislation
17

. 

           In this article monopoly (including monopolies) is being discussed from the perspective of 

regulation. Consequently, their classification interests us in the choice of monopoly regulation 

methods. In this case, we will limit the monopoly by distributing only into artificial and natural 

monopolies,
18

 as, despite the diversity of the criteria of classification, the choice of the regulatory 

model is conditioned by this criterion itself.         Simultaneously it should be noted that the attitude of 

both the economists and the individual countries is not the same towards monopolies. The latter is 

                                                           
16 See E. Dolan, D. Lindsay, Microeconomics, tr. from English, 1994, p. 190. 
17 N., P., Lukyanichkova, Natural monopolists. The issues of reforming in transit economics. M., 

“Rosekonacad.”, 1997, p. 24 . 
18 More about the essence of natural monoploy and he peculiarities of its regulation, see Markosyan A., 

Mkrtumyan M., The state regulation of natural monopolies, Yerevan, 2002, p. 308.   
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conditioned by the level of development of the countries, their geographical location and historical 

period. 

 

Monopoly as a subject of state regulation 

According to the theoretical analysis, monopoly is considered in economic literature in narrow 

sense (pure monopoly) taking into account the 100% share of the shareholder in the market and in 

broad sense where it is understood such market managerial authority (including 100% market share) 

when he can impose market conditions.  

            The worldwide experience of monopoly regulation suggests that artificial monopoly regulation 

mechanisms and methods apply to a group of economic subjects that have the power to dictate market 

conditions. Due to this, the concept of "dominating position" has been enshrined in the legislation in 

all countries with a system of economic competition protection. By dominating position the value of 

the market power of an economic entity is understood that will enable it to become a price maker and 

price leader in the market. At the same time, many countries have set aside the monopolistic activities 

as the regulation body in the competition protection legislation regarding the dominant positions and 

anti-competitive agreements in monopoly. In other words, the subject of regulation is not monopoly, 

but monopolistic activity. For example, it is stated in Article 10, paragraph 4 of the Federal Law "On 

economic competition" of Russian Federation that monopoly activity is the acts of abusive authority of 

the economic entity and the cooperative activity of group of persons, the acts and concerted actions 

prohibited by anti-monopolistic law and other actions and (inactivity) recognized as monopolistic 

activity in accordance with federal laws as well 
19

:  

           The Business Code of the Republic of Kazakhstan also defines the essence and types of 

monopoly and the mechanisms of its control (Chapter 15, Articles 167-176) 
20

.
 

           The Law on the Protection of Competition of the Republic of Belarus is called "On 

counteraction to monopoly activity and development of competition" (hereinafter "the Law") where 

the content of monopoly activity is defined in the first point of Article 1.12. According to it, monopoly 

activity is the actions (inaction) of economic entities and state bodies that are contradictory to the law 

aimed at the prohibition, restriction or elimination of competition 
21

.        From the definition of this 

concept it is not immediately clear what actions or inactivity are interpreted as monopolism. However, 

Articles 5, 6, 12 and 15 of the Law reflect economic entities (dominant and participating in anti-

competitive agreements) and state authorities as well. Certain actions by state bodies (which have 

                                                           
19 See the Federal Law on Competition protection (with changes in July 29, 2017) of the Russian Federation 

since 26 July 2006, N 135-ФЗ. 
20 See Business Code of the Republic of Kazakhstan (with changes and additions on 28 December, 2016) 

since 29 October  2015, № 375-V ЗРК. Before this law came into force the RK Law on Competition was into 

action in 25 December, 2015  (see the Law of the Republic of Kazakhstan since 25 December 2008  № 112-

IV «About Competition» (with changes and additions on 31 October, 2015 )) 
21 See the Law of the Republic of Belarus since 12 December, 2013,  № 94-З «About contradictory activities 

of monopolistic activity and the development of competition » (in publishing house since 12 December 

2013).  
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negative impact on the competitive environment) have been seen as a constituent element of monopoly 

activity. 
22

 

          The legislation of the Republic of Armenia also contains prohibitions and restrictions on 

monopoly and monopoly activity. Paragraph 2, Article 59 of the Constitution of the Republic of 

Armenia stipulates that restrictions on competition, possible types of monopoly and their permissible 

limits can be defined only by law for the protection of public interests. The third part of the same 

article prohibits monopoly or abuse of dominant position in the market, unfair competition and anti-

competitive agreements. 
23

 That is to say the basic law of the country forbids the monopoly activity. 

The logic of the Basic Law suggests that we must eliminate all monopolies (monopoly) and at the 

same time do not allow the emergence of new monopolists or set them by law in case they occur. 

There will be no problem with natural monopolies (regulated public services as well). Such a 

prohibition is also set out in the RA Law on Protection of Economic Competition (hereinafter RA 

Law).
24

 Although the law of the Republic of Armenia does not define the term "monopoly activity", its 

types and requirements and basic provisions are presented in articles 5, 7, 163 and 36. The problem is 

to fix artificial monopolies (and in general, monopolists) by law. 

         First of all, the experience shows that monopolies defined by law are not less dangerous for the 

society. The striking example of this was the licensure of "ArmenTel" company to operate alone in 

nine production markets for 15 years. As a result, during these years, no substantial capital investment 

in the telecommunications sector was carried out and the quality of services in these markets had 

decreased significantly, the artificial deficit of service provision was set up and monopoly tariffs of 

these services were high (unreasonably high tariffs). And only in 2004, due to the cessation of single 

license in November and the emergence of a new operator in these markets, notable investments had 

been set in this area, the tariffs for services had reduced sharply and service quality had risen up. 

           Second, in the case of artificial monopolies, the standards that are guided by the 

monopoly law in certain commodity markets remain unknown. 

         What is the guarantee that today's "celebrities" will not appear in the list of monopolies defined 

by law? (experience shows that a significant part of those who receive state aid are those "famous").  

           Third, the "celebrities" have learned the "lessons" to avoid monopoly long before. It is 

sufficient that if a commercial organization is created in the name of a citizen of any "lost" state in 

India which has only one percent share in the Armenian monopoly product market, then we will not 

                                                           
22 In the anti-monopolist and competition protection legislations of different countries the negative 

influences on competition environment are prohibited (for instance, the Russian Federation, the Republics 

of Kazakhstan, Ukraine etc.), but they were not considered as monopolistic activity.  
23

 The Constitution of the Republic of Armenia (with changes) was adopted in 2015 December 6 by public 

voting and came into force on 22 December 2015, see the official website of legal information system of 

Armenia www.arlis.am: 
24 RA Law on economic competition,  5 December, 2000, HO -112, 

http://competition.am/uploads/resources/Law_of_SCPEC_12_04_2011_arm.pdf 

http://www.arlis.am/
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have monopoly in that commodity market in accordance with the law.
25

 In other words, the status of 

monopoly can always be avoided if desired. The great market dominance of the former "monopoly" on 

the market did not go down. The 99% share in the market gives the trading company the same chance 

as in the case of 100%. In such cases, a large market managing entity does not need a monopoly on the 

market by law to maintain the constitutional norm. Therefore, the problem is not in the market share 

but in the possibility of abusing this section. Whether it is the same result in the field of competition 

protection or the infringement of the consumer's interests, we control the activities of a monopoly 

commercial organization (70, 90 or 100% share). The regulatory body faces the necessity of solving 

the same problem: that is not to allow the abuse of market power. 

        Fourth, both in the American and European models of the protection of competition not the 

monopoly (dominating) position is prohibited but the monopolistic activity (abuses). 

        Fifth, even in the cases of best wishes and applied mechanisms we can not eliminate monopoly in 

all product markets. Moreover, there is no need to eliminate it. Consequently, the problem should not 

be the elimination of monopoly but the limitation of its formation and the introduction of effective 

competition protection mechanisms. 

          Sixth, some of the Republic's commercial organizations have an objectively dominant position. 

The state attitude towards them should be dual. On the one hand, there is a need to keep the behavior 

of such economic entities in the center of attention of the state regulatory body (not to allow this 

position to be abused) and to create an opportunity to increase their competitiveness in the external 

markets on the other hand. A similar approach should also be made to the emerging major commercial 

organizations whose products will face the problem of becoming competitive in the external market. 

 An absolutely different approach requires monopolies that operate only on imports. The 

activities of such monopolies should be under strict supervision of the state regulatory body. One of 

the effective ways of controlling their activities is to obtain periodic (monthly, quarterly)
 26

 

information
 27

 on their price, local cost structure and volume of goods. As the experience of England, 

the United States, the Federal Republic of Germany and other European Union countries shows, 

strengthening the demand for corporate reporting will reveal many facts
 
about corruption, tax evasion 

and the misleading of consumers and shareholders 
28

. 

          Manifestations of monopolistic activity in several Armenian commodity markets 

         Armenia became a monopolistic country during the Soviet era. The overwhelming majority of 

mechanical engineering, large and small chemistry, color metallurgy, textile industry and shoe 

production, many types of food, cognac and wine products were sold out of Armenia and the state 

                                                           
25 According to the RA Law, Monopoly is 100 percent share in the market (article 6, paragraph 1). According 

to «On legal acts» the 86th article of the RA the Legal act is interpreted by the lateral meaning of the words 

and expressions in it.  
26Nowadays the Committee gets the information about the dimensional indicators but it is not sufficient to 

mark. 
27 About its importance see Miqaelyan M., V., The economic competition and the state regulatory issues of 

monopoly in the Republic of Armenia, Yerevan, 2005, page 65. 
28 Ivanov I., D., Modern monopolies and competitions (forms and methods of monopolistic practice). M., 

1980, p. 134.  
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remained within the monopolistic country. However, monopoly activity (with its classic 

manifestations) did not develop in any commodity market and sales and acquisition of goods were 

under strict supervision of state bodies. 

            After political independence, parallel to the formation of a multidimensional economy, the 

existing "fertile soil" contributed to the development of monopoly activity. At the same time, new 

commodity companies with monopoly and market power have emerged in different commodity 

markets of the country whose monopolistic activities are still very popular today. First of all, the level 

of concentration and monopoly level are high in many commodity markets of the Republic. Despite 

the fact that in order to ensure free and fair competition in commodity markets and to protect 

consumers’ interest, the State Commission for the Protection of Economic Competition (hereinafter 

referred to as the Commission)
 29

 has been established since January 2001, but its 17-year activity can 

not be considered effective because of the high level of monopoly in the economy where monopolistic 

activities flourish and prosper instead of free competition. Especially ineffective is the last eight to ten 

years activity. 
30

 Moreover, if in the first period the Commission has ensured the publicity of its 

activities according to paragraph 2, Article 10 of the RA Law (Commission sessions are open and the 

decisions are immediately posted on the Commission website) and published the bulletin each year 

reflecting its activity, then it has stopped the publication of the bulletin since 2009 and the installation 

of the decision on the website since 2013. 

The trends in food production, exports and pricing in the world market and the internal market 

protection and development issues in the Republic of Armenia as well (based on the specific types of 

food products) have resulted in the following conclusion: 
31

 consumers’ total income annual loss is 

around 290 million dollars because of the prices higher than the average prices. Even assuming that in 

the case the prices are reduced the consumers will not increase the demand for food products, their 

annual income loss per capita is $ 87.7 dollars which is about 2.3 per cent per capita of GDP and 4.2 

per cent per capita consumption. At the same time the companies make decisions about other variables 

besides prices. The product type is a combination of price, quality, intangible value, customer service 

and other features among which the companies make choices to succeed in the market. In situations 

where the market limits the company's ability to set flexible prices, the latter can compete with the 

regulation of non-price variables. One company can increase its advertising costs which will enable 

the company to enhance its reputation and promote the increase of sales in the market and the other 

can offer better after-sales service while the other company can improve the offered product package 

                                                           
29 In accordance with the demands of the second and third paragraphs of  the 20th Article of the Law of RA 

by the order of the president of the RA the seven members of the Commission were pointed (including the 

president and his vice president)l. 
30 Till  2016 the assessment of the Committee is given more in details in Miqaelyan M., V., Miqaelyan G., M., 

The main issues of economic competition protection of the Republic of Armenia, the News magazine of 

social sciences,  2017, N 2, p. 229-234, Michael Miqaelyan, Abusive competition and the challenges of its 

regulation in Armenia,   Bulletin of Yerevan State University, Sociology, economics, 2017, N 3 (24), p. 11-

18. 
31 Sargsyan H., Markosyan A., The economic reforms and the perspectives of their growth. – Yerevan, 

«Zangak» publishing house,  2014, p. 279-353. 
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(appearance, packaging improvements or due to special offers). Consequently, the price level and 

behavior do not always reflect the severity of competition and there is a need to address the marketing 

behavior. This conclusion is particularly important taking into account the economic analysis realized 

by the SCPEC's and the focus on the price level instead of the negative impacts of anti-competitive 

policies and government interventions by companies.
 32

 

           Consequently, the Commission did not fulfill the function provided for in the aforementioned 

Article of the RA Law. In most Armenian commodity markets concentration levels have gradually 

increased, dominating entities have driven their competitors out of the markets and/or increased their 

shares using the competitors’ accounts. It can be verified by examining the Commission's recent 

annual activity programs and reports. 

         As it is evidenced in Table 1, both the number of economic entities and the size and composition 

of their shares in the petrol and diesel fuel markets have changed significantly. During ten years a new 

economic entity has emerged ("CPS Oil" LTD) which did not exist in the first quarter of 2006 (even 

did not have a 5% share) and suddenly it became the leader in those markets. In the terms of fair 

competition this is an impossible phenomenon that the Commission has never referred to
 
. 

33
 

      The commission was not at its height either in 2018 in commenting on price changes in these 

commodity markets as an objective process conditioned by external economic factors in its annual 

program of activities.
34

 In our opinion, the Commission has demonstrated either a serious professional 

shortcoming or negligence in the analysis or an obligation to justify and "ignore" the abuse of 

economic agents. In both cases we are dealing with the inadequacy of the state body acting on the 

account of the taxpayers for their failure to perform their functions fully. This is evidenced by the 

practice of commenting on the inflation rate as a result of the new rates of excise tax and tax on diesel 

fuel with increased value tax and justifying the actions of economic entities with those changes since 

January 1, 2010. 

 

                                                           
32

 The same place, p. 333. 
33 See the annual activity reports of 2006 and 2009 of SCPEC of the RA, the annual program of activity of 

2018 and the interpretation of the Committee on inflation in these markets. 

http://competition.am/uploads/resources/Report_2006_Vo_13_11_04_07.pdf , 

http://competition.am/uploads/resources/Report_2009_vo52.pdf, 

http://competition.am/uploads/resources/Annual_Program_2018.pdf,   

http://competition.am/index.php?page=news_cases&newsID=1489&lng=1 
34We touched upon  the not augmented “analysis” of the Commission and its not being proved  in our other 

research  (see the previous edition of this periodical). 

http://competition.am/uploads/resources/Report_2006_Vo_13_11_04_07.pdf
http://competition.am/uploads/resources/Report_2009_vo52.pdf
http://competition.am/uploads/resources/Annual_Program_2018.pdf
http://competition.am/index.php?page=news_cases&newsID=1489&lng=1
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Table 1 

The dynamics of several criteria of «Petrol» and «diesel fuel» commodity markets  in 2006-2016  

 

 

 

*The Committee had addressed the study and analysis of diesel fuel market the last during 2010 annual activity program and 2009 annual activity program reporting 

according to which by the first 9 months indicators of 2009 7 marketing subjects were acting in the market such as “Flash” LTD, “Petrol group” LTD, “Mika Corporation 

CSJC with   47.3, 40.8 and 7.0 percent shares respectively.   

Name of 

commodity 

market  

2006 2016* 

 The number 

of firms  

The level of 

concentration  

% 

Progressive firms   The number 

of firms   

The level of 

concentration   

% 

Progressive firms    

   Name   Department   Name   Department    

Petrol 7 82.6 «Flash» LTD, 

«Civil petrol 

service» PO, 

«Mika 

Armenia 

Trading»  

45.1 

37.5 

 

5.3 

3 100 «CPS Oil Corporation» 

LTD, 

«Flash» LTD, 

«Max Petrol» CJSC, 

 

60 

 

34 

6 

Diesel fuel  11 79.8 «Flash» LTD, 

«Sokol Oil» 

LTD, 

 «Civil petrol 

service» PO, 

 

41.0 

24.4 

14.4 

3 100   

«CPS Oil Corporation» 

LTD, 

«Flash» LTD, 

«Max Petrol» CJSC, 

 

- 

- 

 

- 
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          Let's see how petrol and diesel fuel prices actually correspond to the legislative changes (see Table 2). 

Last year on December 30 in petrol stations petrol was sold at 410 drams and diesel fuel was sold at 380 drams 

per liter. Petrol sales price without AVT (hereinafter AVT) and excise tax on 30 December, 2017 was 322.8 

drams per liter and on January 15, 2018 was 328.14 drams, the difference is 5.34 AMD. It turns out after the 

new excise tax rate has been applied, the economic entity has gained an additional 5.3 drams of revenue per 1l 

of January 15 on January 22 it was 13.68 drams income, on February 15 for 22 drams and the selling price 

growing rate (without excise tax and AVT) was 6.8% which is significant and should be of concern to the 

Commission in terms of abuse of dominating position. 

 

  

Table  2 

The calculation of the prices of petrol and diesel fuel and the changes in their  

composition under the legal changes  

 

 30.12.2017 15.01.2018 22.01.2018 15.02.201

8 

15.02.2018wit

h % compared 

with  

30.12.2017  

1. Բ
Petrol* 

     

1) 1

l, price, drams 

410 430 440 450 109,76 

2) Excise tax, drams 

(30.12.2017 for one ton 25000, 

since 2018 January 1  40000) 

18.87 30.19 30.19 30.19 160 

3) AVT, drams  68.33 71.67 73.33 75.00 109.8 

4) The price of petrol sale without 

AVT and excise tax    

322.8 328.14 336.48 344.81 106.8 

5) difference compared with 

30.12.2017, drams 

- 5.34 13.68 22.01 - 

2. D

Diesel fuel** 

     

1) 1

l, price, drams   

380 440 450 460 121.1 

2)Excise tax, drams   

(30.12.2017 10% not less than for 

one ton  35000, since 2018 January 

1 13000) 

29.17 10.83 10.83 10.83 37.1 

3)  AVT, drams - 73.33 75 76.67 - 

4) The sale price of diesel without 

AVT and excise tax / taking into 

account the influence of AVT *** 

350.83 

 

/ 321.6 

355.84 

 

/ - 

364.17 

 

/ - 

372.5 

 

/ - 

106.2 

 

/ 115.8 

5) Difference compared with 

30.12.2017, drams  

- / - 5.01 

/ 34,24 

13.14 

/ 42.57 

21.67 

/ 50.9 

- / - 

   

*The coefficient of petrol average density is 1t=1325 l,  

** The coefficient of diesel fuel average density is 1t=1200 l,  

*** If the diesel fuel would have taxed with AVT and accepting that the salary, the fatigue of main resources 

and revenue would have totally formed 50 %,  then the sale price would have become 321.6 drams without 

AVT  and excise tax.    
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        Meanwhile, according to the optimistic assessment of the Commission on January 12 in 2018, there can be 

no mention of abuses in the fuel market. 
35

 Even after the economic entities twice raised the petrol price by 10 

drams the regulator did not consider it necessary to start proceedings for the disclosure of abuses. 

           The situation is slightly different in the diesel fuel market. Last year diesel fuel was not taxed by AVT 

and the excise tax amounted to 10% of the exemption price but not less than 35,000 drams per 1 ton. Since 

January 1, 2009 the excise tax rate for diesel fuel amounted to 13,000 drams per ton and it was started taxable 

by AVT. The excise tax on diesel fuel in December totaled 29.17 drams, the selling price (excluding excise tax) 

was 350.83 drams and in January 2018 it was 10. 83 drams and from 355.84 drams it became 372.5 drams 

respectively. 

         To ensure comparability in the same conditions, let us assume that last December diesel fuel is taxed by 

AVT (taking into account the AVT impact) then the selling price (without excise tax and AVT) will be 321.6 

drams. In this case, as compared to last December, the selling price of diesel fuel (excluding excise tax and 

AVT) surpassed by 32.24, 42.57 and 50.9 drams respectively. In other words, economic entities and those with 

oligarchic market economies have gained extra profits from the possibility of changing tax legislation. 

            The examples are not single. Numerous examples can be brought from other commodity markets some 

of which we have covered in our previous publications
36

 and others will be discussed in further studies. They 

show not only the ineffectiveness of the activities of the Commission but also its criminal indifference and 

professional ignorance and inability. 

         The solution to the problem can be achieved through the transformation of institutional structures and the 

application of new regulatory mechanisms. 

Institutional Measures 

        a) a radical change in the formation mechanism of the regulatory body. The goal is to ensure the 

independence of the regulator and its individual members. More than 18 years' experience shows that both the 

regulator and its individual members are in the process of making decisions in an effort to overestimate the 

"superior" reprimand. Separate members in their turn try to "win" the favor of the Regulator Chairman 

(Committee Chairman) with the hope of continuing to work in a new timeframe after the expiry of the 

timeframe established by law and also hoping to use foreign business trips and other services as well. In the 

case of the aforementioned favor, members with such posture (unfortunately they are majority, as a rule) are in 

a "privileged" condition over the entire period of time appointed. It is not accidental that, as a rule, not the 

professionals and principal members continue to work the second and the longer period of time but the 

"puppets" and "commissioners" of the Chairman of the Commission who are guided not by the objective 

necessity of solving the problem while voting for decision but by the temptation to receive the satisfaction of 

                                                           
35 See the respond of the Competitive body of the RA to ARU. The can be a word about the abuses in fuel market 

http://competition.am/index.php?page=news_cases&newsID=1489&lng=1 
36 See Miqaelyan M., V., Miqaelyan G., M., The main issues of economic protection of the RA, the Bulletin of social 

sciences,  2017, N 2, p. 229-234, Michael Miqaelyan, Abusive competition and the challenges ot its regulation in 

Armenia, Bulletin of Yerevan State University, Sociology, Economy,  2017, N 3 (24), p. 11-18, M., V. Miqaelyan, A., 

Kh. Markosyan, E. Matevosyan, About the issues of Economic competition (the previous edition of this periodical) 

and etc.  
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the Chairman of the Commission. This is a circumstance that contradicts the principle of coordinating the 

regulatory body [1]. 

          Consequently, it is desirable to minimize the role of the subjective factor in appointing members 

of the regulatory body. The members of the Regulatory Body should be appointed on a rotational basis with 

independent and recruited bank personnel who meets certain demands. 

          b) reorganize the two state regulatory bodies, the RA State Commission for the Protection of Economic 

Competition and the Public Services Regulatory Commission in the form of merging with the State 

Commission for the Protection of Economic Competition and the Public Services Regulatory Commission [2]. 

The necessity of this is conditioned on one hand by the collision between the interdepartmental interests (in 

some cases) and due to the small area of the country and the need for the optimization of the public 

administration system, on the other hand 
37

. 

   Application of new regulatory mechanisms 

         The 18-year experience of the activities of the Commission has revealed some obstacles and omissions of 

existing mechanisms, the elimination and the elaboration of new mechanisms have become urgent. 

          Let's introduce some of them and suggest solutions. 

a) Ineffective mechanism for the implementation of the decisions made by the Commission which often 

turns out to be non-existent. According to Article 23, paragraph 1, point e of the Law of the Republic of 

Armenia, the obligation of the Commission to fulfill the decisions of the Commission is under the president’s 

responsibility. At the end of the service (usually by the head of the Legal Service) the courts are often 

"dumped" into seemingly simple cases at first sight and in some cases they are not subject to discussion in the 

Commission as there is no clear mechanism for controlling those decisions. 

     Since the Commission is a collegiate body the control should also be exercised collectively. 

b) Election of the staff. The quality and effectiveness of the work of the Commission largely   

depends on the quality and impartiality of the staff and the Commission is responsible as the collegial body. It 

is appropriate that the issue of appointing leading cadres is resolved at the collegial level. 

c) As we have shown above, the activities of the Commission over the last nine years have   

     gradually become non-transparent even though the transparent and public function is    

     enshrined in the RA Law. One of the reasons for this is the absence of a transparent and   

     the mechanism for controlling its public activity . 

           

 Conclusion 

 Thus, we conclude from the above mentioned that there are numerous institutional, managerial and 

organizational deficiencies and shortcomings in the studied system the quick and systematic reforms of which 

will open the way for noticeable improvement of the level of economic competition in the republic, the creation 

of favorable environment for entrepreneurial activity and investment. 

  

 

 

                                                           
37 See M. Miqaelyan, the market and the necessity of its formation, the Republic of Armenia, daily paper,  03.12.1996  
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______________________________________________________ 

В общественном восприятии термин «монополист» прошел через определенные этапы 

развития. Если в конце 19-го и начале 20-го столетий этот термин использовался в узком 

смысле, как рыночные отношения одного поставщика и нескольких покупателей (или одного 

покупателя и нескольких поставщиков), то в дальнейшем в экономической и юридической 

литературе и в практике госдарственного регулирования рынка, его стали применять в самом 

широком смысле. Притом, основой урегулирования является не тот факт, что монополист 

является единственным субъектом на рынке, а скорее степень рыночной власти, которая 

позволяет ему злоупотреблять эту силу.                                                                                         

Глобальный опыт защиты конкуренции в настоящее время доказывает, что с точки зрения 

конкуренции и защиты интересов потребителей, не имеет значения, является ли предприятие 

монополистом или доминирующим на рынке субъектом предпринимательства. В обоих 

случаях экономические последствия одинаковы: создаются рыночные барьеры и нарушаются 

интересы потребителей. Вот почему механизмы их регулирования не различаются. 

Существует также такой опыт в сфере защиты экономических отношений Республики 

Армения. Хотя законодательство закрепило понятия "монополия" и "доминирующая на рынке 

экономическая организация", в отношении обоих применяются те же рычаги и механизмы 

воздействия. 

Исследования показывают, что в последные годы регулятор не всегда действует 

эффективно и не дает адекватную оценку монопольной деятельности субъектов. С целью 

повышения эффективности работы регулятора необходимо повисить степень ее независимости 

и предусмотреть некоторые механизмы контроля за его действиями. 

 

Ключевые слова: монополия, монополист, рынок, монопольная деятельность, 

доминирующий на рынке, защита конкуренции. 
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THE THEORETICAL AND PRACTICAL MANIFESTATIONS AND 

PROBLEMS OF SHADE ECONOMY. ARMENIAN SHADE  

ECONOMY IN THAT CONTEXT  

A. S. Saribekyan   

Yerevaan State University   

______________________________________________________ 

 

Shade economy exists in every country no matter it is a developed country or a developing one. Today, 

shade ecoomy comprises 22 percent of global GDP around the world which is more than $ 10 trillion and 

which is gradually increasing.  Developing countries have a  significant role here. Armenia is not also an 

exception where not only the scale of the shade but also its penetration into the socio-economic system are 

problematic. 

There is a general opinion according to which it is impossible to completely and finally defeat the 

"shade", but it is quite realistic to reduce it for  several times. Therefore many countries have succeeded to 

implement it in their economies. Here it is important to understand the causes and consequences of the studied 

phenomena which, being highly correlated and connected with each other, have created a rather closed and 

vicious circle. 

"Shade" has become a global problem today. Naturally, the fight against "shade" is not only one of the 

most important issues for individual countries but also for the world economy. 

Shade economy in Armenia is of a systemic character with structural multilevel issues which means the 

review of the RA economic policy and implementation of structural reforms considering the struggle against the 

corruption and shade economy as the primary priority. 

 

Key words: shade economy, corruption, shade circulation, shade in economy, the specific 

role of shade in GDP   

 

Introduction   

The phenomenon of shade economy has recently been discussed quite often conditioned by 

its growing scale, large scale of emerging into the different socio-economic spheres and by its 

diversity of new forms and types of "shade", shortly, with its predictable and unpredictable "shady" 

manifestations. Shade economy exists in every country no matter it is a developed country or a 

developing one. Today, shade economy comprises about 22 percent of global GDP around the world 

which is more than $ 10 trillion and which is increasing [1:15]. Here, the growing specific weight of 

developing countries is particularly evident [2:5]. 

There is a general opinion that it is impossible to completely and finally defeat the "shade", 

but it is quite realistic to reduce it for several times [3:7]. Therefore, many countries have succeeded 

to implement it in their economies. Shade economy, along with corruption, directly depends on the 

level of development of the society which the necessity of correct understanding of socio-economic 

relations and interests and the importance of adequate treatment and struggle against which these 

phenomena is conditioned by. 

Shade economy forms corruption in politics and in the sectors of vital importance of the 

economy. Corruption, in its turn, helps new spheres and types of shade economy to be formed. Shade 

economy and corruption hinder the development of national economy, the establishment of civil 

society and its institutional development, rise of the living standards of the population thus 

endangering the normal development and dignified existence of the state. That is why the primary 

task of each state is the thorough investigation and also the approximately oriented assessment of its 

impact on the state and the living standarts of population and the possible management and reduction 

of corruption and "shade" by all these means. 
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   Here it is very important to understand the resons and consequences of these already 

studied events, the purposes and ways which, being highly interconnected and interrelated, have 

created rather close and vicious circle. This connection has become a norm of economic activity 

today on one hand and a world issue on the other. From this point of view the shade activity and the 

struggle against it have become one of the urgent and most important issues of not only separate 

countries but for the world economy at large.     

 Taking into consideration that fact that “shade” and corruption are interrelated and 

interconnected, their investigation suggests complex approach. Nevertheless, within this research the 

study of “shade” is mainly focusd on as the logical continuation of the research done on corruption 

[4:531-542].     

  

 Research results 

 The essence of shade economy and its content peculiarities 

The research on shade economy is rather complicated which is evidenced by the fact that 

there is no proper definition of shade economy yet. The definitions of "shade" are so numerous as 

multi-layered and diverse their time and space manisfestations are. It is the intended hiding of 

income, informal labor market and informal employment, tax evasion, organized crime, drug 

trafficking and so on. The definition of "shade" is also complicated by the fact that the results from 

shade activity are hidden and, therefore, are not controlled by the state authorities, are not fixed by 

national statistical services and therefore it is not possible to determine the exact scales. It is not 

accidental that at the beginning of the study (1930s) "shade" was simply referred to as "economy 

beyond the authority of the government'" [5:3]. And since the 1980s, when this phenomenon has 

gained international recognition, it has become the topic of hot discussions of economists, the 

definitions of shade economy has become diverse and varied due to various expressions of rapid 

grows of shade economy. In general, the shade economy is regarded as any economic activity which 

contradicts the law. It is also characterized as unregistered and uncontrolled activity in the official 

statistical bodies in which production, consumption, exchange and so on are included. J. Thomas, 

agreeing that "it is difficult to give a formal definition for shade economy," simply states that the 

shade economy "includes types of activities that are not registered in national income accounts" 

[5:86]. F. Smith defines it as "legal or illegal market production of goods and services that are not 

reflected in the official estimation of GDP" [see 5, 6]. D. Gills and L. Teddess define shade economy 

as "an economic activity that is not registered in national accounts and is left out of the tax base" [see 

5, 6]. In some approaches, the concepts of "criminal" and "shade" economy are differentiated [6:71]. 

The "criminal" as well as the "shade" are prohibited economic activities which are intentionally 

hidden from accounting and are not recorded in official reports. Moreover, if the criminal type was 

considered to be based on violence, extortion and activities closely related to the criminal community 

and criminal capital, the shade type is not perceived as a criminal offense as it included the activity of 

production of ordinary products and services. There are two viewstands on criminal and shade 

economic relations today: 

 The criminal and shade economies are regarded as separate economic sections,  

 The shade economy is regarded as inseparable part of criminal economy.  

In current science the issue of the close connection between the corruption and shade 

economy is in the centre of attention of the researchers. According to I. Klimkin and L. Timofeev, the 

main and evident peculiarity of shade economic relations is that they are inseparable from the 

corruption [7:55]. According to Yu. Latova and S. Kukalyeva, the phenomenon of corruption is the 

maintenance of official position for his/her own purposes and/or the corruptive economy is presented 

as a sphere of shade economy [7:57]. In this context the priority of shade economy and corruption is 

principally highlighted. Some researchers think that corruption is a part of shade economy, and, 
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consequently, its result. Others think that corruption is one of the results through which the tax payers 

pass on to the shade. One may argue round this topic endlessly as the shade and corruption being in 

close relations, mutually stimulate each other's expanding which resluts in:     

 Distrortion of ownerhip rights,   

 Distortion of competitive mechanisms,   

 Creating obstacles for fair enterpreneurial activity ,  

 Leakage of the capital from the state,   

 Reduction of inflow of investments,   

 Reduction of technologies and innovations,    

 Taxes which are not paid,  

 Inefficient use of budgetary funds,  

 Unfair high prices etc.  

All these hinder the formation of a competitive economy, the development of civilized 

entrepreneurship, poverty reduction, growth of prosperity and effective civil society development 

thus promoting the expanding of the shade economy. In fact, the shade with its various expressions is 

present in any social-political and socio-economic systems in a certain extent and/or manner. 

So, the shade economy is characterized by its narrow and broader sense. In the narrow sense, 

shade activity is the production of goods or services that is permitted by law but deliberately hidden 

in order to avoid taxes, social payments and other compulsory charges. In the broad sense, the shade 

economy can be described as out of law activity controlled by some of the privilaged governing elite 

bodies in connection with the illegal distribution and redistribution of revenues and assets. It can 

include elements of crime as both trade of people, weapons and drugs and corruption, distortions of 

tax mechanisms and informal labor market in the form of informal economy. It is not accidental that 

informal economy is often coincided with the shade economy. 

Despite the above mentioned opinions which say that the shade economy can not be 

estimated and it is difficult to give a proper estimation, however, two main methods of shade 

estimation are working now:  

 Direct method or, otherwise, micromethod which is based on special observations and 

researches the main purpose of the analyses of which is the discovery of difference between the 

revenues and costs of different socail groups.  

 Indirect or macromethod on the basis of which the published data of such tax and financial 

bodies as consumption expences, investments, real GDP per capita, tax weights in GDP, state 

expences, the rate of GDP growth and so on are registered.       

More often it is estimated by the rate of escaping from taxes of working measure of GDP which is 

a very important index taking into account the circumstance which enables to directly estimate 

the economic situation.   

The sector of the economic activity that is not accounted, significantly influences a number of 

macroeconomic rates which characterise the state condition, especially that of Gross Domestic 

Product as a result of which the real situation of the economy is distorted, particularly:   

 The real size of GDP is underestimated as the most part of goods and services which gauge 

the state and social needs, are not taken into account while determining the total GDP.   

 The rate of growth of GDP is also underestimated in the case when shade economy is 

growing with quicker rates that “legal” economy.    

 

Types of shade economy   

Shade which penetrates into different layers and levels of economic activities and is very 

various, is difficult to be classified on one hand and is necessary to be claasifed on the other. It is 

more difficult to classify it theoretically as practically it can have any expression. Therefore, 
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according to certain critaeria and contextual peculiarities its summative assortment was done /see 

table/.      

 

Table 1   

The types of shade economy 

 

1. According to contextual peculiarities   

 
1.1. Non official 

economy or white 

collar   

An activity which is forbidden by law, which supposes hiding the employment and 

hidden redistribution of the results gained. Mainly “officials” are dealing with this 

activity that is why this type is also called “white collar”. During this activity new goods 

are not produced, no servise is provided. Only one part of population can use some of the 

incomes of shade economy due to the loss of others. According to economists, this non 

official activity is the biggest section of economy.   

 

1.2. Artificial or gray  

economy    

It is legal but not registered economic activity connected with goods production and 

consumption and also with the services. In this section the business entities consciously 

refuse the official registration not having the desire to pay taxes, duties and other 

expneces according to law.      

  

2. Black economy    It is the production and consumption of goods and services prohibited by law which 

concerns all those types of economic activities which are beyond the normal economic 

activity. They are violence, robbery and crime and also the production of such goods 

which are prohibited by law (drug circulation and other misbehaviours).   

2.According to the degree of legitimacy  

2.1.Legal, but informal 

economic activity    

(informal, legal, 

illegal)  

It is not prohibited by law and doesn‟t violate the rights of business entities, but at the 

same time it is not registered, typical example is house production.   

2.2.Illegal economic 

activity 

It violates the rights of other business entities and is not regulated by law. These are so 

called pink markets  (rosy markets), example, the violation of ecological security.    

2.3.Semi legal economic 

activity  

(semi-legal economy) 

It is not contradicted to the law by its character, but at the same time is realized illegally   

in “grey markets” thus avoiding the law, among them are stock exchanges, activities 

without patents and employment without registration.   

2.4.Illegal, criminal 

economic activity  

It is prohibited by law and is regarded as an illegal activity in “black markets”, example, 

drug trade, illegal weapon industry and sale, trafficking of people, robberies and forcing 

etc.  

3. According to the rate of registration of economic activity   

3.1. Hidden economy   An economic activity which is intentionally hidden by business entities from tax and statistical 

bodies   

3.2.Lost economy   An economic activity which is not manifested in reports, i.e.  business entities are insufficiently  

informed as a result of incomplete illustration of data  or mistake made unwillingly.  

4. According to statistical registration of economic activity   

4.1.Registered economy  An economic activity which is not manifested in reports by business entities but it is discovered by 

statistical bodies and is registered by special researches.   

4.2. Not registered 

economy     

An economic activity neither manifested in reports nor in statistical bodies.     

  

So, the shade economy is a type of economic activity that is not registered and is not 

regulated by state authorities, it includes activities prohibited by law (illegal economy), legally 

authorized but not reported in the accounting records ("informal economy") and a criminal economic 

activity.  

There are usually necessary and sufficient conditions for the formation of the shade economy 

and for any phenomenon as well. The necessary condition for the shade economy are those 

preconditions that are gradually formed on economic, social and legal spheres (see Table). 
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Table 2. 

The preconditions of the formation of shade economy  

 

Preconditions  Characteristics  
1.Economic preconditions   -high taxes  

-the shortcomings of privatization process  

-financial crisis and its negative influence on the whole economy  

-the activity of not registered economic structures etc.  

2.Social preconditions  -low living standards of the population which supports the formation of different 

hidden economic activities , 

-high rate of unemployment and getting incomes by any means,, 

-unequal distribution of gross domestic product.  

3.Legal preconditions  

 

-incomplete legislation,  

-incomplete activity of legal authorities, 

-the absence of struggling mechanism against economic crime in illegal and 

criminal economic activity.  

 

The sufficient condition for the formation of shade economy are the reasons vital for the 

shade and those which take it to the real field.  

 

Table 3 

The reasons for the formation of shade economy    

 

  The distortion of the balance between economic growth and tax 

load 

  -the tax load is increasing quicker or more significantly than economic growth   

-the tax load is increasing and the economic growth is decreasing  /typical for the period of economic 

decline/ 

  Increase of disorder of the average norm of revenue and tax load 

of organisations  

  Increase of disorder of real incomes of the population 

/consumers/ and the life quality and price /living standards, average consuming bucket/  

  Low rate of compulsory punishment  

  Discrepancy of shade activity and the punishments for it  

  Presence of “chain” in the formation of shade means   

 

Shade activity affects the total socio-economic situation of the country. Admitting shade 

activity as a negative phenomenon with its numerous and various manifestations, however, it is 

interesting that the positive effects of the shade economy are also distinguished by some theorists [see 

8]  (see table). 

 

Table 4 

The results of shade economy   

 

The negative consequenses of shade economy  
 Non favourable changes of the political situation of the country: some candidates get their positions in the 

government through those people who are delt with shade economy and therefore continue their corrupted activity 

and as a result the distrust of the population increases towards the legislative and executive branches of the 

government  

 The social lay out of the population into rich and poor  
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 Loss of morals and increase of temptation of getting incomes  by any means /official position, status, robbery, 

corruption/ 

 Reduction of budget revenues of all levels, the budget incomes reduction as the result of tax  withholding, no income 

no cost  

 Distortion of tax field, more tax levies from responsible citizens to cover the results of economic activities and 

escaping from tax payments which leads to the expanding of other shade activities of business entities     

 Increase of corruption and crime    

 Wrong motivation of investment activity, the investments do not always result in new production and/or new service 

provision leading to non optimal economic construction  

 Distortion of  a number of macroeconomic indices characterizing the state‟s situation and the real condition of 

economy, particularly:   

 Underestimation of  the size of GDP considerable part of the goods and services which satisfy the needs of the 

state and the sociatey are not taken into account while determining the total GDP   

 Underestimation of the growing tempo of GDP shade economy grows more rapidly than “legal” economy  

The positive consequances of shade economy   

 Labor market for poor population as a result of which the revenues are distributed for the benefit of the latter    

 The satisfaction of consuming demand when the state can not gauge the demand of certain goods and products for 

some reasons:  (business entities delt with shade activity come to «help»)   

 

The study of the theory of shade economy gives an opportunity to understand the causes of 

the formation of shade activity and the factors it is conditioned by. The factors which the shadow 

economy is conditioned by can be subjective and objective or systemic (see Table).   

 

 

Table. 5  

The factors which the shade economy is conditioned by   

 

 Subjective which directly motivate people to deal with shade economy   

 Objective or systemic which are not conditioned by the will of the individual, they are systemic thus creating favorable 

environment to develop and expand the shade economy    

  

 

Summarizing, we can simply conclude that how various, numerous and contradictory the 

manifestations of shade economy can be in real life.   

 

2.The manifestations of shade economy, the tendencies and issues of expanding, international 

practice 

 

The spherical manifestations of shade economy    

For a given period, the real manifestations of the shade economy are quite diverse and not 

always predictable by its location and type of activity. Sometimes such events of crime as people, 

arms and drug trade, organized crime, etc. are included in shade economy which is also characterized 

as criminal economy. Sometimes it is limited by corruption, tax mechanisms and informal labor 

market. In the framework of this study the second option is also considered where the informal 

economy is particularly notable and is considered as a key component of the shade economy. The 

informal labor market is a reality for 2/3 of the world workers. It is rather a standard of living today 

more than an exception as EC Development Center experts say. An informal labor market can be 

manifested in different ways, ranging from unregistered labor markets ending with street trade where 

even global brands can be bought. Thus, 20% of Procter & Gamble's trade is implemented through 

street trade in developing countries. Therefore, this way of trade is the only one that demonstrates a 

stable trend of growth. Interestingly, this type of trade is foressen even by the business plan of the 

company [3:4]. 
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Despite the large-scale activities against illegal employment, the informal labor market will 

continue to be one of the main sources of shade economy. Indeed, informal employment is 

developing not only in developing countries, but also in developed countries which is primarily due 

to increased unemployment in Western countries and new technological opportunities as well (part-

time employment, creation of one‟s own goods and services, their offer and demand etc. control over 

which is rather complicated today). As a result, if the main components of the shade economy 

previously were weak economic growth or missing tax componnets, the component of informal 

employment of shade sector will become dominant in the future [see 3]. 

    

The tasks and trends of the development of shade economy  

«Shade» developments are still carrying intensive character all over the world with their 

problematic manifestations and developing trends. Today shade circulation occupies great place all 

over the world fluctuating round ¼ of world goods circulation. Particularly it comprised more than 10 

trillion dollars in 2016 which is 22,66 percent of world GDP

. According to the same source, the 

«shade» has begun to express decreasing trends in the world /see Table/.  

 Table 6 

Shade economy of world scale  /fact and prediction/ 

 Research by the Association of certified and certificated accontants (АССА), 2017,     

http://www.accaglobal.com,  citing by the author   

Years   2010 2016 2017 2020 2025 

The capacity of shade economy, USA, trillion US Dollars   - > 10 - - - 

Shade economy in world GDP /%/ 35.5 22.66 22.5 22.1 21.4 

 

In this context the summative data from the World Bank about the regional developments of 

shade economy are very interesting according to which the shade economy is the highest in the 

countries of Latin America and the lowest is in the Middle East and South African countries where 

active political struggle is being done against the shade.        

Table 7  

Shade economy according to separate regoins    

/by percents to GDP/    

 

Region  Sh.E average rate    Sh.E. minimum rate   Sh.E. maximum rate   

Eastern Asia  33,3 13,4 53,0 

Europe and Central Asia  40,5 19,3 67,5 

Latin America  42,1 20,1 67,2 

 Midle East and South 

Africa  

28,5 19,2 38,7 

Northern Asia  34,0 23,5 44,8 

 

                                                           
 The survey was conducted by the Association based on the results of surveys conducted by entrepreneurs, analytical 

conclusions of experts and predictions of methods of mathematical analysis. By fixing their definition of the shade, the 

association outlined its study framework on shade economy. Accordingly, it is defined  as a "consciously concealed" 

economic activity from authorities /by saying concealed they understand not only tax evasion, but also the violation of 

working norms, avoidance of statistical reporting and so on/. 

While  assessing the capacity  of shade economy such variables as consumer expences, investments, real GDP per capita, the 

proportion of taxes in GDP, public expences, GDP growth rates, etc. were taken into account. The study targeted 28 countries.   
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The studies done by the Association of Certified and certificated accountants on the 

positional movements of the rated countries and the changes of the sizes of the  «shade»  are quite 

impressive /see Tables 5,8,9/. 

 

Table 8 

 

The positions of the countries according to shade economy  level, 2016 


 

Research by the Association of certified and juror accountants  (АССА), 2017,     

http://www.accaglobal.com, https://www.vedomosti.ru/opinion/articles, citing by author    
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Country position   

/among 28 countries/ 

1 2 3 4 5 … … 19 20 21 22 23 24 25 26 27 28 

Specific weight of 

the shade in GDP /%/ 

7.8 10 10.2 12.45 13   27 28 30 31.7 35 38 39 46 48 67 

 

Table 9 

The rates on shade economy 


  /%  to GDP/ 

Research by the Association of certified and juror accountants  (АССА), 2017, 

      http://www.accaglobal.com, https://www.vedomosti.ru/opinion/articles, citing by the 

author     

 

Years  

Country  

2010 2016 2025 Years  

                   Trends                  

In the world  35.5 22.66 21.4 Stabe reduction   

USA 9,0 7.8  Reduction  

Switzerland  9,1 13<կ ո ռ ո ւ պց
<27 

- Expressed growth  

Japan  12,1 10  Reduction 

England  13,2 -  - 

The Netherlands  13,2 -  - 

New Zealand  13,6 -  - 

Germany  13.9 13  Reduction  

Singapore  14,0 12.45 12.5 Slow growth following the 

abrupt reduction   

China  14,3 10.2  Reduction   

Spain  20 -  - 

Kenya  - 27  - 

South African Republic /SAR/ - 28 - Growth 

Estonia  - 28 - - 

Bulgaria  - 30 - - 
Pakistan  - 31.7 32 Growth  

                                                           
 The next 2018 research publication on the world shade economy survey does not exist or is not yet available by the 

Association of Certified and Licensed Accountants, that is why 2016 data is regarded here which allow to understand the 

trends of shade economy development at the world level and by countries. 
 In this table shade assessment 1-100 points bar is conditionally divided into 3 levels - low /1-13/, average /13-27/, high  

/27-100/. In this article the countries having low and high shade position are studied.  

http://www.accaglobal.com,/
https://www.vedomosti.ru/opinion/articles/
http://www.accaglobal.com,/
https://www.vedomosti.ru/opinion/articles/
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Lithuania 34,0 - - - 

Brazil  - 35 - - 

Sri Lanka  - 38 - - 

Romania  38,9 - - - 

Estonia  42,3 - - - 

Latvia  44,3 - - - 

RF 49,0 39 39.3 Growth following the 

reduction  

Nigeria  - 48 - - 

Armenia  40.14 13<corruption<2

7 

 Reduction   

Belarus  53,0 13<corruption<27  - 

Ukraine  58,1 46 - - 

Azerbaijan  63.3 67 - Growth  

Bolivia  68.1 - - - 

Georgia  72,5 13<corruption<27 - Reduction  

    

The lowest rates of shade activities among 28 developed countries were recorded in the 

United States (7.8% of GDP), Japan (10%), China (10.2%) and Denmark, Switzerland, New Zealand, 

Singapore as well. The highest results were recorded in the countries of Western Europe, particularly 

in Sweden, Germany and Austria. The scale of state intervention has a clear impact on the shade 

economy. It is also remarkable that in South European countries and Japan shade business entities 

pay taxes on income from drug trafficking, robberies and other illegal activities. 

It is interesting that when in 2010 35.5% of the global gross domestic product was in shade 

which was around 1.6 times more than in 2016 (22.66%), Switzerland (8.6%), the USA (8.8%) and 

Austria (9.8%) had the lowest shade economy level worldwide. It's true that the shade economy is the 

lowest in Switzerland but it's noteworthy that this rate has recently risen. Nearly 67% of the cash 

circulation in Switzerland is not economically justified and many economists consider it as a result of 

shade economy. Shade economy turnover in Germany was 13.9% of GDP in 2010. The shade sector 

has a consistent reduction trend here which is contributed by the growth of gross domestic product 

and the creation of new employment. In Spain the shade turnover comprised about 20% of GDP. 

Small businesses, tourism and real estate spheres are mostly in the shade sector. In Spain the level of 

payments and compulsory social contributions is rather high which is the objective reason for the 

existence of a shade economy. 

Azerbaijan is in the first place with shade economy where shade economy comprises 67% of 

GDP. Nigeria is in the second place with 48% of GDP, the third is the Ukraine with 46% and the 

forth is Russia  with 39%. 

The chronological comparison of the developing countries on shade economy is also 

remarkable. If in 2010 the highest rate of shade economy was registered in Georgia as 68.8% of GDP, 

then in recent years as a result of a consistent struggle against shade it has been placed among 

favorable positions giving up the first unfavorable place to Azerbaijan where the shade specific 

weight of GDP has risen from 63.3% in 2010 to 67% in 2016 consistently demonstrating a steady 

growth in shade. During the observed period this rate has decreased from 48% to 39% in Russia and 

in the Ukraine it decreased from 54.9% to 46%. The shade predictions are also notable according to 

which shade in Russia will remain high in 2025 with 39.3% of GDP thus being the highest with about 

84% more than the world average. And this is the case when the reduction of global average rate of 

the shade. In 2025 this rate will comprise 21.39%. 

It is more purposeful to regard the shade economy developments in Armenia separately and 

more objectively. 

 

Shade economy in Armenia: developments and issues 
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The trends of the development of shade economy   

Shade economy has been recorded in Armenian since the Soviet period. It has also continued 

to manifest itself during post-Soviet era preserving average level of shade. 35.39% of economy had 

been under shade in 2008 which continuing its growth comprised 41.08% in 2009. Afterwords, the 

shade has shown a stable decreasing rate till 2013 thus comprising 34.56%. Shade economy has 

shown a growing rate in 2014-2015 comprising 34.78% and 35.96% correspondingly /see Table 9/.  

 

Table 10  

The sizes of shade economy in RA in 2008-2015 

 

2008 2009 2010 2011 2012 2013 2014 2015 

35,39 41,08 40,14 38,44 35,52 34,56 34,78 35,96 

 

Afterwords this rate has decreased appearing in the middle level interval in 2016 /27-13%/. 

According to the predictions on 2025 shade/GDP rate will continue to show decreasing trend /see 

Table 9/.  

 

The spherical and sectoral manifestations of shade economy  

The spherical and sectoral manifestations of shade economy are also troubling. The criminal 

economy is in the forefront of shade economy in Armenia such as arms turnover, drug trafficking, 

organized crime etc. which varies between $ 20-30 annually in average [see 9]. 

The tax evasion by business entities also plays a major role in shade economy. There is a 

serious problem with offshore schemes. High class capital in Armenia is represented by government 

representatives or government-sponsored individuals who have de-facto /not de-juro/ tax privileges 

instead of which they provide services to the authorities starting from power and financial support to 

ensuring their enormous financial revenues during the elections. The half-shade turnover of large 

businesses is also used in state policy, in particular for the purpose of obtaining military weapons 

which would have been problematic from political viewpoint to be included in the reporting period. 

Part of small business and micro business including family and individual entrepreneurship are not 

mainly registered and are in shade. Till 2008 there was a tax exemption for the agricultural sector, 

which, though being enshrined in law, brought new shades with it. The same can be said about 

unregistered remittances comprising large amounts. The shade economy is present in almost all 

branches of economy in Armenia. Almost all types of economic activities are shade. According to 

non official data, the shade economy in Armenia fluctuates between 40-60% and this rate reaches up 

to 80% in retail trade and services [see 10]. 

The specific weight of informal employment is also high in the shade economy (see Table 

11). 

  

Table 11  

The rate of informal employment 

 In agricultural and non agricultural sector   /%/ 

armstat.am, Labor market in RA, formal and informal employment, 2018  

 

Years  2008 2009 2010 2011 2012 2013 2014 2015 2016 

                                                           
 The level of formal employment is the specific weight of those having informal employment in total 

employment.  
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Agricultural sector  50.7 52.1 50.4 50.4 50.1 49.4 49.9 47.7 46.6 

 Non agricultural sector  22.0 20.0 17.7 17.7 19.3 19.6 22.0 17/9 18.1 

                 

 Informal employment is divided into agricultural and non agricultural spheres which is 

conditioned by tha fact that rural farms are officially considered as self-employed which is considered 

to be enough problematic from the point of view of official registration and control. The problem is 

also difficult from the viewpoint that in agricultural sector the formal employers comprise about 50% 

of total employers. Informal employment fluctuates between 22/% in 2008 to 17% in 2016 out of 

agricultural sector. Although the decreasing trends in formal economy it continues to be troubling.  

 

 About the latest events of shade turnover in Armenia  

 

For a part of representatives of economic activity in Armenia the shade is a way to become 

rich and for another part just to survive. There is a clear dependence between the shade economy and 

the poor social condition in Armenia which has been clearly reflected in recently discovered major 

trading networks /"supermarkets"/ working within the shade schemes. The former authorities 

considered it normal that PB can supply goods to large trading network but neglected a circumstance 

that small businesses work with turnover tax while the majority with VAT and the appropriate 

registration mechanism is not provided by law. Instead of solving the existing gap legally, the 

problem has been settled at the level of normative acts by reaching an agreement with the tax 

authorities. Nowadays government considered this approach wrong and described it as corruption and 

the commodity turnover within that framework as shady. Of course, it is not known how it has been 

corrected and/or who was punished as the official information is not much on it or it states nothing. 

And finally, this is not the task, the task is that “City”s and other large companies have ceased 

contracts as a result of which hundreds of private businesses were closed because they finally pay 

VAT for the goods purchased for the turnover tax. Certainly, major commercial networks announced 

about the rise in prices for goods as a threat which was boycotted by citizens. In fact, it turned out 

that the reduction of shade economy could lead to significant anomalies and social additional tension. 

Moreover, the next government may consider that corruption is what the government has done to 

suppress small businesses thus disturbing economic development. 

The shemes which have been recently discovered in mining industry are also notable. The 

shares of 19 companies engaged in mining and geological searching in the Republic of Armenia were 

purchased at different times by several individuals and organizations and were sold to the 

organizations working in Cayman Islands. Meanwhile, the shares of 17 companies were sold to one 

foreign company which suggests that the ownership of companies and assets registered in Armenia is 

reralized from the same center and many companies acting in mining industry have been appeared 

under the control and rule of one company leading to increased concentration and reduction of 

competition in commodity markets. 

International participation is also present in these schemes which makes the situation worse. 

Here the problem is not the personalities but the fact of the existence of a well-organized criminal-

oligarchic system in Armenia. 

The schemes of shade distribution of loans and remittances which feed the criminal oligarchic 

system and play the role of security bag for them have been actively dicussed recently and are 

worrying as quota stability and super profits in shade turnover are provided through them.   

Under the even not thorough observations of shade developments it becomes clearly evident 

that the greatest beneficiaries of the created situation are the authorities and partially some 

representatives of society. The government being closely grown with business gets enormous bonuses 

and the society with its indifference towards tax evasion only styrengthens theses informal relations 
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which is a specific reaction to the unfair and inefficient state activity. It presupposes the necessity of 

providing a favorable practical atmosphere for economic development through consistent struggle 

against corruption and shade.     

Here the problem of including the investments is particularly highlighted as 

- a vital means of empowerment of economy on the basis of modern technologies on one 

hand,   

- the most serious danger connected with shade economy and corruption threatens the 

investors on the other hand.   

In this context the situation is not quite favorable which is proved by the stable reduction of 

the direct investment capacity during 2014-2017 in Armenia /see Table/. 

 

Table 12  

The flows of foreign and direct investments in 2014-2017, mln AMD  

armstat.am/publications/ RA social economic situation in 2018  

 

 2014 2015 2016 2017 

Total investments  
167441,9 118409,3 81581,3 74619,9 

Direct investments  117202,3 69426,8 62679,3 93043,9 

 

Thus, the shade economy is increasing - investments are reduced - scientific-technical 

progress is disrupted - economic growth is diminishing - unemployment is rising - poverty does not 

decline. In this chain, the fight against corruption and the task of reduction of shade economy are 

particularly important under the current poverty reduction urgence. The continuous high poverty rate 

in Armenia varies between (30-29%) for a long time. Meanwhile, the same index in Georgia is twice 

lower than in Armenia, in Azerbaijan - 6 times, in Kazakhstan - 4.5 times lower [see 10]. This 

demonstrates once again the importance of fighting against corruption and the shade economy in the 

economic development process. 

 

The issue of including the shade officially in GDP   

 

As a purposeful overcoming opportunity of the above mentioned tasks it is necessary to touch 

upon one methodological task which is to include the shade into GDP officially.    

Shade as an informal economy is an indisputable component of the economy of any country. 

This means that it should definitely be taken into account in the calculation of GDP indices which is 

practiced in almost all countries. It is not circulated in Armenia as an official index. There are some 

expert assessments that are reflected in international reports. Meanwhile, it is important that the shade 

economy must be taken into account in the methodology of calculating GDP which can be obtained 

as a result of various expert assessments. By its essence, this index shows the amount of unpaid taxes, 

i.e. the hidden turnover and hidden real income. If the shade GDP indicator is officially calculated 

and circulated, it will enable to have a clear understanding of the economy movement, newly opened 

industry and the final result according to the rate of its decrease or increase. In this context, the 

debates round the topic “Caucasus and Central Asia. Regional Economic Perspectives [see 13]” by 

the International Monetary Fund (IMF) are interesting according to which the shade economy of 

Armenia comprises more than 35 percent of the gross domestic product of the country. If this index is 

clearly calculated and adopted officially, "... it would mean that the economic policy of Armenia 

should be revised, the tax field should be changed" [see 14], where the tax-GDP ratio should be one 

of the key indicators. First, including the shadow indicator in GDP will: 
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- Limit the chance of various speculations of GDP index on economy growth, increase 

of tax revenues, shade reduction and so on,  

- Enable to count the tax load by law, to estimate the possible tax revenues and/or tax 

miscalculations. Such approach will support to abolish the monopoly in Armenia and the formation of 

open competitive economy.  

From this viewpoint it will be proper if in the calculation methodology of GDP the approach 

of including shade into GDP and its manifestation as a component of anti-corruption and target rate 

of the struggle against the shade are taken into account.    

 

Conclusion 

The above mentioned is more highlighted in “shade increase - investment decrease – slow 

down of scientific-technical progress – unemployment rate increase – poverty rise” chain in the way 

of efficient realization of the current issues.  

Summarizing, we can say that shade economy staying in the middle level of shade in 

Armenia and varying between /35-30/ percent during the whole post-Soviet period today also 

continues to carry a strict systemic character thus showing serious structural problems which should 

be solved through structural reforms considering the struggle against corruption and shade as the 

primary suprimacy.     
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ТЕОРЕТИКО-ПРАКТИЧЕСКИЕ ПРОЯВЛЕНИЯ И ЗАДАЧИ ТЕНЕВОЙ 

ЭКОНОМИКИ: АРМЕНИЯ В ЭТОМ КОНТЕКСТЕ 
 

А.С. Сарибекян 

Ереванский государственный унивеситет 

______________________________________________________ 

Теневая экономика существует в любой стране, вне зависимости от того, развитая ли 

страна или развивающая. Сегодня теневой оборот в мире составляет около 22 

процентов ВВП - больше 10 триллиона долларов, которое постоянно возрастает. В 

росте большое значение играют развивающие страны. Армения не является 



Economics 

89 

 

исключением, где проблематичны не только масштабы тени, но и степень ее 

проникновения в общественно-экономическую структуру. 

Существует мнение, что тень невозможно полностью и окончательно победить, однако, 

вполне реально в несколько раз сократить ее. По крайней мере это удалось многим 

странам. Здесь важно понять причины и последствия исследуемых явлений, которые, 

будучи строго взаимосвязаны, создали довольно закрытый и порочный круг.  

 “Тень” сегодня стал всемирной проблемой. Следовательно, борьба против тени 

является одной из важных задач не только отдельных стран, но и всемирной 

экономики.  

Теневая экономика в Армении носит системный характер с многослойными 

структурными задачами. Это предполагает  пересмотр экономической политики РА и 

осуществление структурных реформ, где борьба против коррупции и тени будет 

рассматриваться как важнейший приоритет. 

 

Ключевые слова: теневая экономика, корупция, теневой оборот, тень в 

экономике, удельный вес  
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