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Abstract

The provision of public finances of the state, as well as the increase in their efficiency
and scale, the growth of the population's well-being, and the development of the national
economy depend on a number of factors and prerequisites. These factors, both in the present
and in the long term, predetermine the main strategic directions of socio-economic progress.
To ensure the comprehensive development of society and the strengthening of the country, it is
necessary not only to achieve an adequate level of consumption but also to ensure a sufficient
norm of accumulation, which serves as the basis for further development and expanded
reproduction. If this natural course of reproduction is not ensured, society loses guarantees of
further development, which may result in the undermining of the country’s security and the
failure of the state’s economic policy. In other words, it is essential to have certain financial,
material-technical, labor resources, and natural reserves from the perspective of future
development, which can ensure further socio-economic progress. Thus, the formation and
multiplication of the country's national wealth acquire not only economic but also political
significance and importance.

The state and process of economic progress and expanded reproduction are
characterized by several macroeconomic aggregate indicators. Among these, the calculation of
gross domestic product (GDP) (with its various modifications, such as the volume, growth rate,
GDP per capita, etc.), national income, gross national income, and other macroeconomic
indicators with their various modifications is particularly emphasized.

However, the main shortcoming of these indicators is that they essentially represent the
current state of a country’s development without reflecting its potential and capacity for socio-
economic development. This key gap is addressed by the indicator of national wealth.

Currently, the unified methodological guidelines of the World Bank are widely used for
defining and calculating national wealth. National wealth constitutes an integral part of the
System of National Accounts (SNA). The SNA serves as a foundation for calculating economic
growth by governments, the private sector, international organizations, and other stakeholders.

National income and well-being are based on the assets or wealth of a country,
calculated based on various criteria. National wealth includes the following four components:
produced capital, natural capital (resources), human capital, and net foreign assets.
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It follows that the primary source of increasing a country's national wealth is the growth
of gross domestic product. One of the methods for calculating the magnitude of gross domestic
product (GDP), as the main macroeconomic indicator for assessing the country’s economic
potential (strength), is the expenditure approach. The article discusses the relationships of
distribution and redistribution of national wealth and their impact on the formation of incomes
of different population groups.

Keywords: national wealth, income groups, public finances of the state, economic
growth, GDP, GDP growth rate per capita

Introduction

The economic development of the former Soviet Union countries has undergone
complex transformational processes, driven by political changes, challenges in transitioning to
a market economy, and varying levels of global economic integration. The pace of economic
growth, development trajectories, and economic policies of these countries differ significantly
depending on their natural resources, human capital, governance systems, and international
economic relations.

The South Caucasus countries, Armenia, Georgia, and Azerbaijan represent a unique
region where economic development is influenced by both internal reforms and external factors.
Georgia has focused on infrastructure development, positioning itself as a regional transit hub;
Azerbaijan continues to rely on its oil and gas industry, creating economic dependence on
resource exports; and Armenia, with limited natural resources, is compelled to build its
economy based on human capital development and technological innovation.

Over the past decades, Armenia's economic model has gradually shifted from a labor-
based model to one dominated by capital income. Despite the overall growth in national wealth,
the country's economic stability remains dependent on effective governance, innovative
policies, and the implementation of long-term development strategies.

The aim of this study is to assess the economic development trends of Armenia, the
South Caucasus, and the former Soviet Union countries by analyzing their national wealth
structure, economic growth dynamics, and income distribution patterns. Based on this analysis,
well-founded recommendations will be presented to ensure economic stability and growth.

National wealth is widely recognized as a measure of a country's economic potential
and well-being. Simon Kuznets (1955) emphasized the relationship between economic growth
and wealth accumulation, arguing that wealth acts as a catalyst for sustained development. He
noted that unequal income distribution could limit the overall socio-economic impact of
growth!. The World Bank’s unified methodological guidelines for national wealth estimation
provide a comprehensive framework for measuring produced, natural, and human capital, and
their report highlights the role of wealth in sustainable economic development?.

Wealth distribution has been a focal point of economic inequality debates. Thomas
Piketty’s Capital in the Twenty-First Century (2014) provides an extensive historical analysis,
showing that wealth inequality has grown disproportionately due to lower taxation on inherited

1 Kuznets, S. (1955). "Economic Growth and Income Inequality." American Economic Review, 45(1), pp. 10-12.
2 World Bank. (2006). Where is the Wealth of Nations? Measuring Capital for the 21st Century. Washington, DC: World
Bank, pp. 25-30.
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capital®. Similarly, Stiglitz (2012) explored how unequal distribution of wealth hinders
economic growth and creates systemic instability, particularly emphasizing the need for
redistributive fiscal policies*. Anthony B. Atkinson (2015) further outlined practical approaches
to reduce inequality, including progressive taxation and public wealth-sharing mechanisms®.

Gross Domestic Product (GDP), while a widely used measure, has been criticized for
its inability to fully capture a nation's wealth. Herman Daly (1996) advocated for using genuine
savings and national wealth as indicators that incorporate environmental and human capital
considerations®. Hamilton and Clemens (1999) proposed adjusted net savings, which account
for natural resource depletion and investments in human capital, as a more accurate measure of
long-term wealth’.

The institutional frameworks governing wealth capitalization and distribution play a
significant role in economic outcomes. Douglass C. North (1990) analyzed how political and
economic institutions shape wealth creation and allocation, emphasizing that inclusive
institutions foster equitable growth®. Acemoglu and Robinson (2012) expanded on this by
demonstrating that inclusive policies contribute to sustained wealth generation, whereas
extractive policies exacerbate inequality®.

In the South Caucasus, disparities in wealth distribution and income levels are
pronounced. Grigoryan (2017) examined the region’s structural economic challenges,
highlighting the uneven capitalization of natural and human resources and its impact on income
inequality’®. Mammadov and Petrosyan (2018) explored the relationship between natural
resource wealth and economic growth in the region, emphasizing the need for diversified
economic policies to reduce overreliance on natural resources®?.

Research Results

Ensuring the sovereignty and independence of the state, the improvement of the
population's well-being, and the development of the national economy depend on several
factors and prerequisites that determine the main strategic directions of socio-economic
progress both in the present and the long term. To ensure the comprehensive development of
society and the strengthening of the country, it is necessary not only to achieve an adequate
level of consumption but also to secure a sufficient rate of accumulation, which serves as the
foundation for further development and expanded reproduction. If this natural course of
reproduction is not ensured, society is deprived of guarantees for future development, which
can undermine the country's security and lead to the failure of the state's economic policy. In

3 Piketty, T. (2014). Capital in the Twenty-First Century. Harvard University Press, pp. 430-440.

4 Stiglitz, J. E. (2012). The Price of Inequality: How Today's Divided Society Endangers Our Future. W.W. Norton &
Company, pp. 62-65.

5 Atkinson, A. B. (2015). Inequality: What Can Be Done? Harvard University Press, pp. 91-94.

6 Daly, H. E. (1996). Beyond Growth: The Economics of Sustainable Development. Beacon Press, pp. 45-48.

7 Hamilton, K., & Clemens, M. (1999). "Genuine Savings in Developing Countries." World Bank Economic Review, 13(2),
pp. 339-341.

8 North, D. C. (1990). Institutions, Institutional Change, and Economic Performance. Cambridge University Press, pp. 68—
71.

9 Acemoglu, D., & Robinson, J. A. (2012). Why Nations Fail: The Origins of Power, Prosperity, and Poverty. Crown
Business, pp. 87-90.

10 Grigoryan, A. (2017). "Economic Development and Wealth Distribution in the South Caucasus." Caucasus Analytical
Digest, 93, pp. 6-8.

11 Mammadov, R., & Petrosyan, T. (2018). "Natural Resource Wealth and Economic Growth in the South Caucasus."
Economic Journal of the Caucasus, 12(4), pp. 126-128.
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other words, it is essential to have certain financial, material-technical, labor resources, and
natural reserves from a perspective of long-term development, which can ensure continued
socio-economic progress. Thus, the formation and multiplication of the country’s national
wealth acquire not only economic but also political significance and importance.

The state and process of economic progress and expanded reproduction are
characterized by several macroeconomic indicators. Among these, the gross domestic product
(GDP) is of particular importance, calculated in its various modifications, such as its absolute
size, growth rate, and per capita GDP. Additionally, the calculation of national income, gross
national income, and other macroeconomic indicators with their various modifications is vital.

However, a primary shortcoming of these indicators is that they represent, so to speak,
the state of development at a given moment without providing insight into the potential and
opportunities for socio-economic development. This significant gap is addressed by the national
wealth indicator. Unfortunately, despite its importance, the Statistical Committee of the
Republic of Armenia (formerly NSC of the RA), with over three decades of history, has yet to
calculate the value of this indicator. Currently, the unified methodological guidelines for
defining and calculating national wealth, developed by the World Bank®?, are widely accepted.
National wealth is an integral part of the System of National Accounts (SNA). The SNA serves
as a foundation for calculating economic growth by governments, the private sector,
international organizations, and other interested parties. National income and well-being are
based on a country's assets or wealth, calculated using various criteria. National wealth
comprises the following four components: produced capital, natural capital (resources),
human capital, and net foreign assets. It follows that the primary source of increasing a
country's national wealth is the growth of gross domestic product (GDP). One of the methods
for calculating GDP, a key macroeconomic indicator for assessing a country's economic
potential (strength), is the expenditure approach, expressed with the following formula:

GDP=Consumption+Investments+Government Purchases+Net Exports

Since the primary source of investments at the national level is gross accumulation, it
is advisable to use this indicator. Gross accumulation includes gross fixed capital formation
plus changes in inventory (stocks).

Analysys

As shown by the trends in the main components of GDP structure (Fig. 1), during 2012—
2023, the share of consumption exceeded GDP in some years (2012, 2013, 2014). From 2015
to 2020, it accounted for more than 90% of GDP, while in 2021-2023, it decreased from 84.9%
to 79.4%, which is a positive trend as it leaves more resources for accumulation. With such
indicators, it is evident that Armenia's economy is more “consumptive” than "accumulative."”
This is also reflected in the accumulation rate (gross accumulation/GDP, as a percentage),
which declined by 4.0 percentage points in 2023 compared to 2012. Similarly, the et
exports/GDP ratio decreased by 24.1 percentage points over the same period.

Sustainable long-term economic growth requires more intensive inclusion of
investments and portfolio assets. While GDP is an important metric for measuring economic
growth, it accounts only for income and production, failing to reflect changes in the core asset

12 World Bank Group. (2018). The Changing Wealth of Nations 2018: Building a Sustainable Future. Retrieved from
https://openknowledge.worldbank.org/bitstream/handle/10986/29001/9781464810466.pdf.
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base. Observing GDP in isolation may not accurately depict the economic situation. It does not
capture the depletion of natural capital or asset depreciation, nor does it answer critical
questions such as whether investments and wealth accumulation are growing due to population
increase, or if the composition of assets aligns with the country's development goals.
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Fig. 1 The Ratio of Consumption, Gross Accumulation, and Net Exports
to GDP in Armenia, 2012-2023"*

The calculation of national wealth, as noted, is based on the following four components,
categorized by asset classes:

. Produced Capital: Expressed at market prices and includes buildings,
machinery, equipment, residential and non-residential urban land.
. Natural Capital (Resources): Includes energy resources (oil, gas, coal),

minerals (10 categories), agricultural land (pastures and arable land), forests (timber and certain
unique forest products), and protected areas. The value of natural capital is calculated as the
discounted sum of rental income over the entire active period of the resource.

. Human Capital: Measured based on the value of efforts, skills, and experience
of the population classified by gender and employment status (employed or self-employed).
The value of human capital is calculated as the discounted sum of lifetime wages.

. Net Foreign Assets: The difference between a country’s foreign assets and
liabilities, such as foreign direct investments.

Among macroeconomic components that characterize the socio-economic development
of each country, national wealth holds a crucial place. It is measured both at the scale of
individual countries and per capita. The national wealth indicator is not merely a quantitative
measure but also a qualitative, synthetic indicator. It reflects the effectiveness of utilizing the
economic system and social infrastructure potential of the country and its level of development.

This indicator primarily characterizes a country's socio-economic potential for creating
material and spiritual goods, serving as the foundation for shaping and improving the standard
of living of the population.

13 Compiled by the authors based on data from the Statistical Committee of the Republic of Armenia.
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It is worth noting that the issue of national wealth has been and continues to be a
fundamental subject of study in economics. Adam Smith's seminal work The Wealth of Nations
(1776) laid the foundation for economics as a distinct field of study. Both historically and today,
economics seeks to identify the sources of national wealth formation in various nations and the
primary methods and pathways for increasing this wealth.

Surprisingly, despite the Republic of Armenia having embarked on the path of
independence nearly three decades ago, the Statistical Committee of Armenia has yet to publish
data on the country's national wealth indicators.

The methodology for calculating this important macroeconomic indicator and the work
on its quantitative assessment have only been developed at a global level over the past 15 years.
The first study by World Bank specialists was published in 2006 under the title "Where is the
Wealth of Nations. Measuring Capital for the 21st Century."” This study introduced the concept
of national wealth, its assessment methodology, and provided quantitative estimates of national
wealth and its components for several countries worldwide!*. The second publication by the
World Bank in this direction, "The Changing Wealth of Nations: Measuring Sustainable
Development in the New Millennium," was released in 2011'°. This report clarified
methodological issues and expanded the scope of countries included in the assessment. The
third study in this field, titled "The Changing Wealth of Nations 2018: Building a Sustainable
Future," was published in 2018. It is notable for its refined methodology for assessing national
wealth, the quantitative evaluation of its individual components, and the expansion of the range
of countries included in the analysis'®. The data summarized in that report pertain to the year
2014, while specific data for former Soviet Union countries are presented in Tab. 1. The latest
report on national wealth, titled "The Changing Wealth of Nations 2021: Managing Assets for
the Future,X”" was published in 2021. It includes an overview of national wealth per capita for
countries and country groups worldwide, along with its individual components for the year
2018 (Tab. 2).

Tab. 1 presents the per capita national wealth figures, composition, and structure for
countries of the former Soviet Union, income-classified country groups, and the world, based
on the latest available estimates.

As evident from the table, the size of wealth varies significantly both across individual
countries and income-classified country groups, which is influenced by the proportions of the
different components forming national wealth. For instance, in the Republic of Armenia, the
share of subsoil assets in the wealth structure is 4.1%, whereas in Azerbaijan, this figure is
42.1% (more than ten times higher than Armenia's), and in Georgia, it is twice as low as
Armenia’s. It is also clear that the primary component of wealth globally is human capital,
accounting for 64.5% of the world's wealth, while in high-income OECD countries, it is 70.4%.
Armenia does not lag far behind the global average in this regard, with human capital

14 "Where is the Wealth of Nations. Measuring Capital for the 21st Century." The International Bank for Reconstruction and
Development/The World Bank, Washington, D.C., 2006, pp. 19, 143-158.

15 "Where is the Wealth of Nations. Measuring Capital for the 21st Century." The International Bank for Reconstruction and
Development/The World Bank, Washington, D.C., 2006, pp. 159-162.

16 "The Changing Wealth of Nations: Measuring Sustainable Development in the New Millennium." The International Bank
for Reconstruction and Development/The World Bank, Washington, D.C., 2011, pp. 27-49.

17"The Changing Wealth of Nations 2018: Building a Sustainable Future." International Bank for Reconstruction and
Development / The World Bank, Washington, D.C., 2018, pp. 28-29, 38-39.
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comprising 51.7% of the country's national wealth. In contrast, Azerbaijan has one of the lowest
human capital shares among the former Soviet Union countries, at just 14.0%.

Table 1

Per Capita National Wealth, Composition, and Structure for Former Soviet Union Countries,
Income-Classified Country Groups, and the World in 2014

Including
| 3 3 3 E
. . =} B o = 2
Countries and Income- National 3 =3 22 =2 1:
Classified Country Groups Wealth 3 % = § 2 2
s 5 £ < g 5
8 o = = L
QL_ =z s I 2
1 2 5 6 7
Armenia 52,894 15,451 12,702 2,150 27,329 -2,588
100.0 29.2 24.0 4.1 51.7 -4.9
Azerbaijan 85,341 20,061 45,935 35,938 11,961 7,384
100.0 235 53.8 42.1 14.0 8.7
Belarus 99,685 33,388 21,882 1,167 49,004 -4,588
100.0 335 22.0 1.2 49.2 -4.6
Estonia 258,903 91,646 20,093 591 155,041 -7,876
100.0 35.4 7.8 0.2 59.9 -3.0
Georgia 44,327 20,415 7,344 917 21,251 -4,682
100.0 46.1 16.6 21 47.9 -10.6
Kazakhstan 180,911 40,150 66,606 53,440 76,617 -2,461
100.0 22.2 36.8 29.5 424 -1.4
Kyrgyzstan 24,429 6,159 12,570 1,490 6,729 -1,029
100.0 25.2 51.5 6.1 275 -4.2
Latvia 236,906 113,746 18,738 0 113,472 -9,049
100.0 48.0 7.9 0.0 47.9 -3.8
Lithuania 169,046 63,254 12,758 174 100,081 -7,047
100.0 37.4 75 0.1 59.2 -4.2
Moldova 35,380 14,213 4,898 0 17,852 -1,582
100.0 40.2 13.8 0.0 50.5 -4.5
Russia 188,715 48,807 46,921 38,247 90,812 2,175
100.0 259 24.9 20.3 48.1 1.2
Tajikistan 42,286 30,397 7,431 229 5,015 -557
100.0 71.9 17.6 0.5 11.9 -1.3
Turkmenistan 146,831 39,740 59,062 37,843 47,510 519
100.0 27.1 40.2 25.8 324 0.4
Ukraine 56,053 25,171 13,345 5,210 18,952 -1,414
100.0 44.9 23.8 9.3 33.8 -2.5
Average of Former Soviet 115,836 40,186 25,020 12,671 52,973 -2,343
Union Countries
100.0 34.7 21.6 10.9 457 -2.0
Low-Income Countries 13,629 1,967 6,421 568 5,564 -322
100.0 14.4 47.1 4.2 40.8 -2.4
Lower-Middle-Income 25,948 6,531 6,949 1,944 13,117 -650
Countries
100.0 25.2 26.8 7.5 50.6 -2.5
Upper-Middle-Income 112,798 28,527 18,960 6,623 65,742 -432
Countries
100.0 25.3 16.8 5.9 58.3 -0.4
High-Income Non-OECD 264,998 59,096 80,104 72,074 111,793 14,005
Countries
100.0 22.3 30.2 27.2 42.2 5.3
High-Income OECD Countries 708,389 195,929 19,525 8,011 498,399 -5,464
100.0 21.7 2.8 1.1 70.4 -0.8
World 168,580 44,760 15,841 7,262 108,654 -676
100.0 26.6 9.4 4.3 64.5 -0.4
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Note: Data for Uzbekistan are missing. Values are expressed in US dollars for the numerator and as a percentage of total wealth
for the denominator. Compiled and calculated by the authors based on "The Changing Wealth of Nations 2018: Building a
Sustainable Future," International Bank for Reconstruction and Development / The World Bank, 2018, pp. 226-233.

World |
High-Income OECD Countries |
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Low-Income Countries [ I

Average of Former Soviet Union Countrics | I I
Geor i I S

Azerbaijan I I
Armenia [ I ]
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® Human Capital (million) m Net Foreign Assets (million)

Fig. 2 Per Capita National Wealth, Composition, and Structure in Armenia, Azerbaijan, and
Georgia by Income-Level Country Groups and the World, 2014

From the analysis of the table data, the following conclusions can be drawn:

= Per capita total national wealth: The highest values are observed in Estonia (258,903),
Latvia (236,906), and the Russian Federation (188,715), while the lowest values are in
Tajikistan (42,286), Moldova (35,380), and Kyrgyzstan (24,429). This means the difference
between the country with the highest per capita national wealth (Estonia) and the country
with the lowest (Kyrgyzstan) is 10.6 times, while the difference between the highest value
(Estonia) and Armenia’s value is approximately five times.

= Produced capital: The highest values are observed in Latvia (113,746), Estonia (91,646),
and Lithuania (63,254), while the lowest values are in Armenia (15,451), Moldova (14,213),
and Kyrgyzstan (6,159). The difference between the countries with the highest and lowest
values for this component is 18.5 times, while the difference between the country with the
highest value (Latvia) and Armenia is 7.4 times.

= Natural capital: The highest values are found in Kazakhstan (66,606), Turkmenistan
(59,062), and Russia (46,921), while the lowest values are in Tajikistan (7,431), Georgia
(7,344), and Moldova (4,898). The difference between the countries with the highest and
lowest values for this component is 13.6 times, while the difference between the highest
value and Armenia’s value is about five times.

= Human capital: The highest values are found in the three Baltic states: Estonia (155,041),
Latvia (113,472), and Lithuania (100,081), while the lowest values are in Azerbaijan
(11,961), Kyrgyzstan (6,729), and Tajikistan (5,015). The difference between the countries
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with the highest and lowest values (Estonia and Tajikistan) is 31 times, while the difference
between the highest value and Armenia’s value is 5.6 times.

= Net foreign assets per capita: This indicator is positive in fuel and energy resource-
exporting countries, such as Azerbaijan (7,384), the Russian Federation (2,175), and
Turkmenistan (519). For all other countries, net foreign assets have a negative value. The
three countries with the largest negative values are Lithuania (-7,047), Estonia (-7,876), and
Latvia (-9,049), while the smallest negative values are observed in Tajikistan (-557),
Kyrgyzstan (-1,029), and Ukraine (-1,414)*,

By the per capita total national wealth indicator, the Republic of Armenia ranks 10th
among the 14 former Soviet Union republics. For the produced capital indicator, Armenia ranks
12th; for natural capital, 10th; and for human capital, 8th. In terms of population size, Armenia
also holds the 10th position.

Considering that a significant portion (51.7%) of Armenia’s per capita national wealth
consists of human capital, and that Armenia demonstrates a comparative advantage in the
composition of its national wealth components, it can be concluded that human capital is the
primary factor driving the increase in national wealth. Therefore, the economic policies
implemented in the republic must be aimed at developing human capital and improving its
utilization efficiency. Tab. 2 provides data on the per capita national wealth, its components,
and structure for the former Soviet Union countries grouped by income levels, as well as for
countries worldwide, as of 2018. It was noted that national wealth consists of several key
components: produced capital, natural capital, human capital, and net foreign assets. Among
the selected countries, the Russian Federation has the highest per capita national wealth,
amounting to 173,394 USD, which is attributed to the large values of produced capital and non-
renewable natural capital.

In Armenia, the per capita national wealth is relatively low at 48,031 USD, with the
majority (59.9%) allocated to human capital. Latvia and the Russian Federation have the highest
values in national wealth for produced capital, with 121,108 USD and 77,549 USD per capita,
respectively. In Armenia, produced capital amounts to 17,263 USD, making up 35.9% of the
total national wealth.

Azerbaijan leads in non-renewable natural capital, with 16,121 USD per capita (or
44.4% of national wealth), due to the country's oil and gas reserves. In Armenia, renewable
natural capital amounts to 4,888 USD (10.2% of national wealth).

Estonia is a leader in human capital, with 157,308 USD per capita, which constitutes
59.6% of Estonia's national wealth. In Armenia, human capital makes up 28,775 USD (59.9%
of the total national wealth), making it the primary component of the country's wealth.

Among regional characteristics, it should be noted that the Baltic countries (Estonia,
Latvia, Lithuania) have high values of human capital, which is due to the high level of their
educational and social systems. Central Asian countries (Kazakhstan, Turkmenistan,
Tajikistan) have a high level of natural capital in their national wealth, which is attributed to
the presence of mineral resources in these countries. Among the South Caucasian countries,
Armenia and Georgia have a lower share of natural capital in their national wealth compared to

18 World Bank Group. (2018). The Changing Wealth of Nations 2018: Building a Sustainable Future. pp. 226-232. Retrieved
on April 1, 2021, from https://openknowledge.worldbank.org/bitstream/handle/10986/29001/9781464810466.pdf.
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other countries. The low level of natural capital indicates limited mineral resources, but this can
be mitigated through the development of produced and human capital.

Table 2

Per Capita National Wealth, Composition, and Structure for the Former Soviet Union Countries

Grouped by Income Level and the World in 2018

Including
8 = S I g
Countries and Income- National g' '§ é - '% <
Classified Country Groups Wealth et o <8 O 5
g g s = e
& z s I g
Armenia 48,031 17,263 4,888 287 28,775 -3,181
100.0 35.9 10.2 0.6 59.9 -6.6
Azerbaijan 36,315 11,475 3,157 16,121 8,367 -2,805
100.0 316 8.7 44.4 23.0 7.7
Belarus 77,516 30,775 8,987 517 40,798 -3,562
100.0 39.7 11.6 0.7 52.6 -4.6
Estonia 263,969 97,983 14,174 764 157,308 -6,261
100.0 37.1 5.4 0.3 59.6 2.4
Georgia 38,510 22,690 3,619 287 18,074 -6,159
100.0 58.9 9.4 0.7 46.9 -16.0
Kazakhstan 109,074 32,785 4,704 28,073 47,630 -4,117
100.0 30.1 4.3 25.7 437 -3.8
Kyrgyzstan 15,328 6,013 4,183 804 5,543 -1,216
100.0 39.2 27.3 5.2 36.2 -7.9
Latvia 233,600 121,108 13,986 0 107,129 -8,623
100.0 51.8 6.0 0.0 45.9 3.7
Lithuania 191,787 71,648 9,619 108 116,240 -5,827
100.0 374 5.0 0.1 60.6 -3.0
Moldova 31,608 22,601 3,833 8 6,719 -1,553
100.0 715 12.1 0.0 21.3 -4.9
Russian Federation 173,394 77,549 9,956 22,799 61,081 2,009
100.0 44.7 5.7 13.1 35.2 1.2
Tajikistan 24,668 18,889 1,773 241 4,433 -668
100.0 76.6 7.2 1.0 18.0 2.7
Turkmenistan 102,707 33,795 5,806 22,822 40,473 -189
100.0 32.9 5.7 222 39.4 -0.2
Ukraine 55,272 32,545 4,818 1,697 16,729 -517
100.0 58.9 8.7 3.1 30.3 0.9
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Average of Former USSR

Countries 100,127 42,651 13,332 6,752 47,093 -3,048
100.0 42.6 13.3 6.7 47.0 -3.0

Low-income Countries

11,462 3,176 2,666 271 5,726 -377

100.0 27.7 233 2.4 50.0 -3.3

Lower-middle-income

Countries 27,108 7,368 2,751 902 16,847 -761
100.0 27.2 10.1 3.3 62.1 -2.8

Upper-middle-income

Countries 141,682 36,606 6,040 5,145 93,794 97
100.0 25.8 43 3.6 66.2 0.1

High-income Non-OECD

Countries 400,891 93,160 3,288 120,029 134,604 49,811
100.0 23.2 0.8 29.9 33.6 12.4

High-income OECD

Countries 621,278 217,190 9,522 3,537 396,222 -5,192
100.0 35.0 15 0.6 63.8 -0.8

World 160,167 49,950 4,948 4,026 101,797 -554
100.0 31.2 31 25 63.6 -0.3

Note: Data for Uzbekistan is missing.

In the denominator, the unit is USD, and the declaration is based on the percentage of national wealth.

Compiled and calculated by the authors based on The Changing Wealth of Nations 2021: Managing Assets for the Future,
International Bank for Reconstruction and Development / The World Bank, 2021, pages 445-462.

Composition of National Wealth in Selected Countries (2018)
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Fig. 3 Per Capita National Wealth, Composition, and Structure in Armenia, Azerbaijan,
Georgia, the RF, the Average of Former Soviet Union Countries, and the World in 2018

Tab. 3 provides data on per capita national wealth in various countries and economic
unions (groups) from 1995 to 2020.
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The Baltic countries (Estonia, Latvia, and Lithuania) have the highest national wealth,
attributed to EU integration and economic reforms. In 2020, Estonia was the leader with per
capita national wealth of 260,000 USD. Resource-rich countries (Russia, Kazakhstan,
Azerbaijan) accumulated significant growth up to 2015 due to their large shares of natural
capital. However, the decline observed in 2020 highlights the risks associated with resource
dependency. The moderate growth in Armenia, Georgia, and Moldova is primarily driven by
human capital and infrastructure development. Among upper-middle-income countries, a
notable disparity exists, with per capita national wealth reaching 180,000 USD in 2020, where
human capital predominates.

Table 3

Per Capita National Wealth in Various Countries and EU (Groups) from 1995 to 2020*°
Country 1995 2000 2005 2010 2015 2020
Armenia 7,800 9,500 16,000 25,000 38,000 48,000
Azerbaijan 6,000 8,500 12,000 18,000 28,000 37,000
Belarus 14,000 18,000 25,000 40,000 60,000 75,000
Estonia 25,000 40,000 85,000 | 150,000 | 210,000 | 260,000
Georgia 7,000 8,500 15,000 25,000 38,000 40,000
Kazakhstan 22,000 30,000 55,000 85,000 | 110,000 | 115,000
Kyrgyzstan 3,500 5,000 8,000 12,000 18,000 24,000
Latvia 30,000 45,000 85,000 140,000 | 200,000 | 240,000
Lithuania 27,000 42,000 80,000 | 130,000 | 190,000 | 210,000
Moldova 6,500 8,000 13,000 20,000 28,000 32,000
Russian Federation 45,000 60,000 100,000 | 150,000 | 200,000 | 170,000
Tajikistan 4,000 5,500 9,000 15,000 22,000 25,000
Turkmenistan 15,000 20,000 35,000 65,000 85,000 | 100,000
Ukraine 12,000 17,000 30,000 50,000 75,000 90,000
Average of Former USSR Countries 19,000 27,000 45,000 75,000 105,000 | 120,000
Low-income Countries 4,000 5,000 7,000 10,000 14,000 18,000
Lower-middle-income Countries 6,500 10,000 18,000 28,000 45,000 55,000
Upper-middle-income Countries 15,000 25,000 50,000 90,000 140,000 | 180,000
High-income Non-OECD Countries 80,000 | 120,000 | 200,000 | 300,000 | 400,000 | 450,000
High-income OECD Countries 120,000 | 200,000 | 350,000 | 500,000 | 600,000 | 650,000
World 12,000 18,000 35,000 60,000 85,000 | 105,000

Note: The wealth of countries is assessed considering human, produced, and natural capital, as well as net foreign assets.
National wealth includes not only the produced capital of the economy (e.g., buildings, infrastructure) but also human
resources (education, skills) and natural resources (renewable and non-renewable). Net foreign assets can be either positive or
negative, depending on the country's international debt situation.

One of the critical issues in the methodology of calculating national wealth is
uncovering the relationship between the magnitude of national wealth and a country’s GDP. It
is evident that an increase in national wealth is achieved through GDP growth, more specifically
through the portion of GDP used for accumulation, which eventually transforms into one of the
aforementioned components of capital or is distributed among them in specific proportions.

Let us examine the relationship between per capita national wealth and GDP in OECD
(Organization for Economic Co-operation and Development) countries and the Republic of
Armenia. This relationship essentially characterizes the period it takes for GDP to “capitalize"

19 Compiled and calculated by the authors based on the data from The Changing Wealth of Nations 2021: Managing Assets
for the Future, International Bank for Reconstruction and Development / The World Bank, 2021. The electronic resource is
available at: https://openknowledge.worldbank.org/handle/10986/36400, accessed on December 13, 2024.
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and transform into national wealth. It is also clear that the shorter this period, the more
efficiently a country’s economy operates, enhancing its reproductive capabilities and socio-
economic development potential. From an economic standpoint, this indicator best reflects the
quality of a country’s governance, serving as a stable guarantee for the socio-economic
development of the economy and the continued improvement of living standards for its
population.
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Fig. 4 Per Capita National Wealth in Various Countries and Economic Unions (Groups)
Worldwide, 1995-2020, and Growth Rates for 2015 and 2020

The analysis of the data shows that the ratio of per capita national wealth to GDP is the
smallest in Turkey, at 4.4 years. In Estonia, this indicator is 13.2 years, while in Armenia, it is
13.7 years. Regarding higher national wealth-to-GDP ratios in other OECD countries, for
instance, the ratio in the United States is 18.0 years, in Canada 20.2 years, and in Switzerland
16.8 years. This can be explained by the high per capita GDP in these countries, where
increasing GDP requires more resources and effort compared to countries with lower per capita
GDP.

It can be concluded that the national wealth indicator has become one of the most
important characteristics for assessing the efficiency of national economies. Economic policy
should focus on increasing national wealth and its components. Given the importance of each
component, particularly over the long term, comparative advantages should guide decision-
making. Examining this phenomenon from this perspective reveals that Armenia’s economy
requires significant structural changes, particularly through the diversification and development
of economic sectors that generate the highest added value by expanding and utilizing the
potential of human capital.

To achieve the above-mentioned goals, the following measures should be prioritized:
= Developing a methodology for calculating Armenia’s national wealth by the Statistical

Committee of the Republic of Armenia (involving the country’s leading economists in the
process) and regularly publishing data on the size and structure of national wealth, for
example, twice a year.
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= Including the size of national wealth created annually as a key indicator for evaluating
the performance of the government and its ministries and agencies.

= Enhancing the efficiency of human capital, recognizing the main advantages inherent in
Armenia’s population, such as a high level of education, significant intellectual property
potential, and so on.

= Increasing the share of high-tech goods and services as well as technologies (especially
advanced technologies) in the structure of exports. This would improve the effectiveness of
human capital and net export indicators, considering Armenia's strong prerequisites for
achieving this®.

In the system of a country’s national wealth and its distribution relationships, measuring
the magnitude of personal (individual) wealth accumulated by citizens holds a significant place.
This is a highly complex and labor-intensive task. In the context of Armenia, this issue is further
complicated by the lack of comprehensive and reliable data. Specifically, there have been no
studies conducted in Armenia on either the complete national wealth or the distribution and
valuation of its individual components and elements. Moreover, solving this problem involves
registering and evaluating movable and immovable property owned by hundreds of thousands
of households and citizens.

To address this gap, it is necessary to conduct a study that at least outlines the
benchmarks for analyzing other, more partial data. For households, studying the Gini
coefficient could reveal the share of wages, real assets, or financial means in total personal
income, thereby providing insights into the structure of personal wealth. This phenomenon
exists in many other countries as well. However, it is noteworthy that based on the results of
research involving, for instance, more than 1,000 households, one could establish the degree of
concentration of national wealth and its components in the hands of the top 10% (decile) of
households, as well as the top 5% and the wealthiest 1%. Such a statistical picture can be derived
through a Pareto distribution analysis, which is considered the best approach for studying
wealth distribution in research samples and has been applied in similar studies in numerous
countries.

Regarding comparisons between countries, certain challenges arise, largely due to
differences in sampling methodologies, methodologies, and tools used in such studies.
Nevertheless, it should be noted that the results of a study on the structure and distribution of
national wealth in Armenia could closely resemble those from similar studies in other countries.
Since the composition of national wealth is multifaceted, encompassing financial and natural
resources (particularly subsoil, land, and water resources), a segregated approach to
determining their value is often applied.

Information on the financial reserves of a country’s citizens in Armenia can be obtained
from two official sources: banks and the regular studies conducted by the Deposit Guarantee
Fund. Data from these two bodies, while maintaining the confidentiality of individual
depositors, can be grouped according to the objectives and priorities of the study and
recalculated based on the decile or other groupings of monetary distribution. Alongside these
estimates, it is also possible to construct a relatively reliable picture of financial assets.

20 Markosyan, A., & Matevosyan, E. (2018). National Wealth as a Key Indicator for Assessing the Degree of Economic
Capitalization. In What to Do: Current Issues and Strategic Directions for the Development of Armenia’s Economy,
Proceedings of the Scientific-Practical Conference (Yerevan: Antares), pp. 95-106.
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To verify data on the financial assets of public officials (including identifying their
sources), these data can be compared with the declared (registered) amounts of their financial
assets. The greatest discrepancies between declared and actual asset sizes typically exist for
valuable assets such as real estate (land plots of various purposes, residential and non-residential
houses, apartments).

In recent years, the sharply rising prices for real estate, particularly land plots, have
"compelled” the government to develop an updated concept for real estate management and
draft an action plan. This effort resulted in the adoption of the Law?! of the Republic of Armenia
“On Establishing a Procedure for Cadastral Valuation of Real Estate Approximated to Market
Value for Taxation Purposes”, approved by the National Assembly of Armenia on November
19, 2019 (Law No. HO-225-N). We also believe that, given the critical national importance of
land resources, it is necessary to establish committees at both the republican and regional levels
to clarify property rights over land plots (particularly those of state significance, which cover
over 700,000 hectares in Armenia) and to improve their management. These committees'
operations should be regulated by government decisions. This will enhance the role and
significance of regional administrations (marzpetarans) as territorial bodies of state governance
in managing state property and improving its efficiency.

The development of a process and program for such measures is further emphasized by
the fact that in previous years, state-owned land plots were handed over to communities for
"management.” Instead of performing this function, these plots were often used by certain
political forces or figures to secure votes during national elections. Thus, state property (mainly
land plots) became a subject of trade or a tool for corruption, thereby discrediting both territorial
and state governance institutions.

To better understand the composition and structure of these land plots, it is sufficient to
note that as of July 1, 2018, of Armenia's total land area (2,974.3 thousand hectares), 335.6
thousand hectares were protected zone lands, 30.5 thousand hectares were lands of special
significance, 334.0 thousand hectares were forest lands (of which 289.2 thousand hectares were
forest-covered), 25.8 thousand hectares were water lands, and 0.6 thousand hectares were
reserve lands, making a total of 726.5 thousand hectares classified as state property. As of July
1, 2022, these figures were as follows: 2,974.3 thousand hectares (total land area), 335.5
thousand hectares (protected zone lands), 30.4 thousand hectares (lands of special significance),
333.9 thousand hectares (forest lands, of which 289.1 thousand hectares were forest-covered),
25.8 thousand hectares (water lands), and 0.6 thousand hectares (reserve lands)?.

To determine the total magnitude of the Republic's national wealth, it is necessary to
evaluate not only the assets managed by citizens (individuals) but also those controlled by legal
entities, communities, and state-owned organizations. Special attention should be given to the
accounting and valuation of subsoil and water resources. It is evident that carrying out these
tasks requires the development of new methodological approaches, time, and significant
financial resources. However, these efforts are essential for obtaining a complete picture of the
Republic's national wealth, expressed in monetary terms.

21 See the Law of the Republic of Armenia “On Establishing a Procedure for Cadastral Valuation of Real Estate Approximated
to Market Value for Taxation Purposes”, adopted by the National Assembly of the Republic of Armenia on November 19,
2019 (Law No. HO-225-N). Official legal information system of Armenia: www.arlis.am.

22 Statistical Yearbook of Armenia 2023, Yerevan, Statistical Committee of the Republic of Armenia, p. 362.
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The relationships between national wealth and the formation and distribution of
population incomes, as well as addressing the challenges arising in this domain, are at the center
of socio-economic policies implemented by governments worldwide (both in developed and
developing countries). This is because the rates of economic growth, its quality, and efficiency
are significantly influenced by the proportionality of income and wealth distribution among
different population groups, which forms the foundation for social harmony and partnership
within society. Moreover, achieving this objective requires targeted economic policy tools that
ensure the alignment of interests and sustainable development of various population groups
within society.

One of the primary reasons for the "Velvet Revolution" that occurred in the Republic of
Armenia in April-May 2018 was the distribution of income and national wealth, which had led
to societal polarization creating a wealthy minority and a large proportion of impoverished
individuals. Aristotle had already noted that if your state has a small number of wealthy
individuals and a large number of poor people, you essentially have two states: one for the rich
and another for the poor.

Furthermore, the low per capita GDP, the inequitable distribution of GDP between labor
and capital, the high poverty rate (26.4% in 2019, 27.0% in 2020, 26.5% in 2021, and 24.8%%
in 2022 based on the 2019 methodology), along with numerous other factors, have shaped an
economy in the Third Republic characterized by low efficiency in wealth creation and
accumulation.

The analysis above highlights the need in Armenia to improve the relationships between
the formation and distribution of population incomes and national wealth. In this context,
economic research and analyses in this domain gain both scientific and practical importance.

The growth of the population's welfare and the development of the national economy in
any country are influenced by a range of factors and prerequisites, which, especially in the long
term, determine the main directions of socio-economic development. To ensure the
comprehensive development of society and the strengthening of the state, it is necessary not
only to achieve an adequate level of consumption but also to secure a sufficient rate of
accumulation. This serves as the foundation for future development and expanded reproduction.
If this natural process of reproduction is not ensured, society is deprived of the guarantees for
further development, which could lead to the weakening of national security and the
degradation of the state. In other words, from a long-term development perspective, it is
essential to have sufficient financial, material, technical, labor resources, and natural reserves
to ensure future economic progress.

Over the years, an unjust society has been formed in the Republic of Armenia, mainly
due to inefficient distribution mechanisms. This has resulted in severe income polarization
among the population, low wage levels, the concentration of wealth in the hands of a small
group (clans), leading to large-scale emigration and high levels of poverty. While there are
statistical data available on the formation and distribution of GDP and the distribution of income
among various population groups in Armenia, the Statistical Committee of the Republic of

23 Statistical Yearbook of Armenia 2023, Yerevan, Statistical Committee of the Republic of Armenia, p. 156. Statistical series
of the Statistical Committee of Armenia: https://armstat.am/am/.nid=12&id=15008.
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Armenia does not calculate or publish data on the formation and distribution of national wealth.
This omission complicates research on this critical economic category.
Thus, the fair distribution of incomes and wealth, the resolution of contradictions
between labor and capital, the formation of national wealth, and its multiplication gain not only
socio-economic but also political significance. Therefore, the issue of forming and distributing
national wealth should remain at the center of attention for economists and researchers. It
should pursue the following goals:
= ldentify trends in the formation and distribution of national wealth and population
incomes in the modern world. This involves examining trends in the growth of population
incomes and wealth, particularly in the context of changes in consumption and
accumulation proportions.

= Study consumption patterns of households, analyze the causes and consequences of
absolute and relative poverty among populations in various countries, and explore effective
systems and mechanisms developed and implemented by governments worldwide for
forming and distributing population incomes and wealth.

By addressing these objectives, it will be possible to gain a deeper understanding of the
processes shaping the formation and distribution of national wealth and to develop policies that
promote equitable and sustainable socio-economic development.

The next issue is the study of the peculiarities of income formation and distribution
among the population in the Republic of Armenia. The relationships of income formation and
distribution in Armenia have been analyzed, with particular attention given to the changes in
the consumption structure of households and an assessment of the nature of these changes.
Significant focus has also been placed on the sources of income formation for the population
and their transformations over recent years. A crucial part of the research has involved
examining the savings of the population, their growth, and the distribution of these savings
among various social groups, as well as assessing the actual distribution patterns.

In recent years, there has been an absolute increase in population incomes in Armenia,
along with an average annual growth in real per capita consumption and a reduction in poverty
rates.

However, it is evident that the distribution of incomes in such a manner cannot foster
an atmosphere of social harmony among different social groups, and may even achieve the
opposite effect. This suggests that the formation of incomes among various population groups
in the Republic has not been equitable and is a consequence of an unjust distribution of GDP.
This situation is largely due to a significant decrease in the share of wages in the formation of
income and an increase in the incomes of capital owners.

For instance, in 2021, compared to 1990, the share of wages in GDP fell from 57.4% to
34.2%, while the share of capital owners rose from 31.7% to 53.6%. The share of the state
(taxes on production and imports as a share of GDP) decreased from 17.8% to 12.4% (see Tab.
4).

The question arises: is it possible to distribute GDP more equitably to achieve a certain
harmony between the incomes of labor, capital owners, and the state. The implementation of
such a social policy is illustrated in Tab. 5, the data of which show that within just 10 years
(1980-1989), it was possible to achieve a balanced and targeted income distribution policy.
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It is evident that the share of the low-income population decreased from 2,101 thousand
individuals in 1980 to 1,117 thousand in 1989, resulting in their proportion of total income
falling from 67.8% in 1980 to 33.5% in 1989. During the same period, the share of the middle-
income group rose from 27.7% (861 thousand individuals) in 1980 to 46.1% (1,537 thousand
individuals) in 1989. Thus, the middle class constituted the majority of the population.

Table 4
Structure of Income Formation in the RA, 1990-2022 (as a percentage of total)?*
i 5 - %né Including: - E
2 2t |SEc|§52.| 55 | 233, | EE_
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1990 57.4 17.8 6.9 31.7 14.9 16.8 100.0
1991 525 8.1 1.9 413 15.0 26.3 100.0
1992 38.4 9.0 0.6 53.3 16.6 36.6 100.0
1993 41.8 6.0 0.9 53.1 15.1 38.0 100.0
1994 41.5 5.8 1.1 53.9 14.8 39.1 100.0
1995 39.3 5.4 0.4 55.7 143 41.4 100.0
1996 39.9 6.7 0.3 53.6 15.0 38.6 100.0
1997 41.8 9.2 0.4 493 14.4 34.9 100.0
1998 413 10.2 0.1 48.7 13.6 35.0 100.0
1999 42.9 11.8 1.4 46.8 14.1 32.7 100.0
2000 42.7 11.4 0.7 46.6 14.6 32.1 100.0
2001 41.8 11.8 0.6 46.9 143 326 100.0
2002 39.5 12.0 0.6 49.1 14.9 34.2 100.0
2003 40.3 11.4 0.6 49.0 14.0 35.0 100.0
2004 39.5 10.5 0.6 50.6 13.2 37.4 100.0
2005 39.4 10.7 0.4 50.3 12.7 37.6 100.0
2006 39.0 10.4 0.3 50.9 11.7 39.2 100.0
2007 38.2 11.7 0.3 50.4 11.5 38.8 100.0
2008 37.2 13.0 0.2 50.0 10.5 39.5 100.0
2009 38.4 12.3 0.1 49.4 10.9 38.5 100.0
2010 37.1 12.8 0.1 50.1 11.3 38.9 100.0
2011 36.6 12.4 0.1 51.0 10.7 403 100.0
2012 345 12.5 0.1 53.1 12.6 40.4 100.0
2013 34.0 12.6 0.1 53.6 12.7 40.9 100.0
2014 33.7 12.8 0.1 53.5 12.7 40.8 100.0
2015 34.4 12.0 0.2 53.7 13.8 39.9 100.0
2016 34.8 11.4 0.2 54.0 13.9 40.1 100.0
2017 34.5 11.6 0.1 53.9 13.5 40.5 100.0
2018 33.8 12.0 0.1 543 13.0 41.2 100.0
2019 333 13.0 0.3 53.4 123 41.1 100.0
2020 35.2 123 0.2 52.5 12.9 39.6 100.0
2021 34.2 12.4 0.2 53.6 12.6 41.0 100.0
2022 35.4 11.5 0.3 52.8 13.8 39.0 100.0

24 Compiled and calculated by the authors based on data from the Statistical Committee of the Republic of Armenia,
https://www.armstat.am/am/.nid=202.
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Total (1990-2022
Average Annual)

38.92

11.05

0.62

50.61

13.39

37.21

100.0

Although the number of high-income individuals and their share in total income also

increased, their proportion accounted for only 20.4% of total income.

It is necessary to address the methodological approaches used in Armenia to calculate
(record) the incomes of various income groups, as well as the shortcomings of these approaches.
For instance, during certain periods, studies on annual incomes excluded households receiving
state assistance and those with incomes above a certain threshold.
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Table 5

Distribution of the Population of Soviet Armenia by Per Capita Income and Groups with Low,
Medium, and High Incomes, 1980-1989 (Based on Integrated Household Budget Data)?®

Average Annual Population
Thousand People Percentage
1980 1985 1988 1989 | 1980 1985 1988 1989
Entire Population,
Including Per Capita | 3115 | 3349 | 3470 |3335| 100 100 100 | 100
Total Income per
Month, Rubles
Up to 50 450 217 120 80 14.8 6.5 3.4 2.4
50-75 891 699 513 397 28.6 20.9 14.7 11.9
75-100 760 825 746 640 24.4 24.7 21.5 19.2
Low-Income Groups
(Up to 50-100) 2101 1741 1379 117 67.8 52.1 39.6 33.5
100-125 470 627 695 650 15.1 18.7 20 19.5
125-150 256 416 510 517 8.2 12.4 14.7 15.5
150-175 135 244 344 370 4.4 7.3 9.9 11.1

25 Compiled and calculated based on the data from The Economy of the Armenian SSR in 1989: Statistical Yearbook,
Yerevan, Hayastan, 1991, p. 39. Available on the official website of the Statistical Committee of the Republic of Armenia:
https://www.armstat.am/file/doc/99507078.pdf.
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Middle-Income

861 1287 1549 1537 27.7 38.4 44.6 46.1

Groups (100-175)
175-200 68 139 221 354 2.2 4.1 6.3 7.6
200-250 56 124 211 261 1.8 3.7 6.1 7.8

Above 250 16 58 119 166 0.5 1.7 3.4 5
High-Income Groups

140 321 551 781 4.5 9.5 15.8 20.4

(175—-Above 250)

Population Distribution by Income Groups (1980-19389)

80
w 60 -..‘"!-.
) \r_ e oW Income (up to 100 rubles)
g 40
A 20 rubles)
0 — =—=High Income (> 175 rubles)
1980 1985 1988 1989

Year

Fig. 6 The Distribution of the Population of Soviet Armenia by Per Capita, as well as Low, Middle, and
High-Income Groups of Total Income for the Years 1980-1989
(Based on Data from the Integration of Family Budgets)

Although surveys conducted since the mid-2000s deliberately avoided excluding any
groups, two key shortcomings in sample formation persist:
= Urban surveys do not include data on the incomes of self-employed individuals
(households) and employer households, instead relying on expenditure data to estimate
their incomes.
= Rural surveys exclude non-agricultural rural households.

According to our estimates, these two groups together account for about 40% of
households in Armenia, which were essentially excluded from the income and expenditure
surveys. Consequently, official statistics indicating improvements in the Gini coefficient should
be viewed and assessed with a degree of approximation.

Although the Statistical Committee of Armenia (formerly the National Statistical
Service of Armenia) has made adjustments to sampling methodologies in population income
and expenditure surveys, the reliability of income formation and distribution data remains
questionable. In particular, it is necessary to create an additional sample for low-income groups
to obtain more representative data.

Let us also consider the relationships in the formation and distribution of national wealth
in the Republic of Armenia (RA). As noted, the Statistical Committee of Armenia does not
calculate or publish data on the national wealth of the country. This can be regarded as one of
the significant shortcomings in the work of Armenia’'s statistical services, which needs to be
addressed within the next 1-2 years. Moreover, this does not merely involve calculating and
publishing a few figures. It is evident that while the World Bank provides serious
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methodological guidelines and research on calculating and assessing national wealth, these
require localization, taking into account the specific characteristics of Armenia’s economy.

It is also essential to understand that the indicator of a country's national wealth is not
just a number but a summary measure that characterizes the state of the economy. It can serve
as a guide for developing the "roadmap™ for the country's future economic development.
National wealth, like a mirror, reflects the key factors of socio-economic development, which
define the pillars of economic growth and should become the tools and mechanisms for
developing and implementing economic policy.

Of particular importance is the development and expansion of economic activities in the
republic that generate the highest added value. This is critical for ensuring the growth of
national wealth. Additionally, this approach can improve the structure of the economy, leading
to the creation of an efficient economic system with all the progressive priorities and measures
required for development in critical areas.

Conclusion

The role of national wealth also becomes crucial in establishing a socially just state and
ensuring social solidarity among different layers of the population. This is achieved by
developing and implementing principles for the distribution of national wealth that optimally
balance the interests of the state, the business community, and social groups.

The country's tax system is of critical importance in achieving this goal. Armenia's tax
system is generally effective and capable of ensuring revenue collection while maintaining, at
least in principle, a degree of progressivity. Naturally, the primary task of the tax system is
revenue collection rather than redistribution. However, with the reforms initiated and partially
implemented under the new tax code, the goals of horizontal and vertical equity in revenue
collection and distribution were chosen. Most of these, however, remain debatable.

It is necessary to briefly discuss and evaluate the various types of taxes in Armenia,
including value-added tax, income tax, profit tax, property tax, land tax, and other forms of
taxation. A review of these tax types will make it possible to establish an efficient system for
redistributing income and national wealth between labor and capital. The need for such
redistribution will create an effective environment, particularly for stimulating labor and
enhancing its efficiency.

This necessity is driven by the fact that more than half of Armenia's national wealth is
concentrated in human capital. Such an approach is justified by the reality that the level of labor
remuneration in Armenia, both in absolute and relative terms (the share of the wage fund of
employees in GDP), is comparatively quite low. This situation fails to create adequate material
incentives for wage earners, leading to low labor productivity and, consequently, slow growth
in national wealth.

The former Soviet Union countries have undergone a complex process of economic
transformation, resulting in significant economic disparities.
= Russia's economy is heavily dependent on natural resources, which provide it with high

national wealth but limit human capital development.
= The Baltic states (Latvia, Lithuania, Estonia) outperform other countries in the region due
to their integration into the EU, promotion of innovation, and infrastructure development.
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= Central Asian countries, particularly Kazakhstan and Turkmenistan, possess large natural
resource reserves, but the lack of economic diversification remains a challenge.

= Belarus and Ukraine rely heavily on produced capital, but external debt and political
instability hinder economic growth.
The South Caucasus countries (Armenia, Georgia, Azerbaijan) exhibit different
economic models and challenges.
= Georgia is making significant investments in infrastructure and transport connections,
allowing it to become a regional transit hub.

= Azerbaijan continues to rely on the oil and gas industry, creating economic dependence on
raw material exports and limiting the development of other sectors.

= Armenia has limited natural resources, which forces its economy to focus on human capital
development and technological innovation.
Armenia must focus on education, innovation, and technological development to utilize
its human capital more effectively.
= The limited availability of natural resources means that the country’'s economic growth
should be ensured through high value-added sectors.

= Increasing produced capital and investments is crucial for economic stability and the growth
of national wealth.

= Armenia’s per capita national wealth declined from $52,894 in 2014 to $48,031 in 2018,
indicating overall economic decline or inefficient capital utilization.

= The share of human capital increased from 51.7% in 2014 to 59.9% in 2018, highlighting
that the country’s economic growth mainly depends on a skilled workforce.

= The share of natural resources dropped significantly, from 24.0% in 2014 to 10.2% in 2018,
showing reduced dependence on natural resources or their reevaluation.

Today, the former Soviet Union countries have different economic models, but for
Armenia and the South Caucasus countries, education, technology, and effective governance
policies can become key factors in ensuring sustainable economic growth. Armenia’'s main
economic challenges include increasing productivity, utilizing capital more efficiently, and
reducing social polarization. For long-term economic growth, it is essential to promote
innovation, education, production, and tax reforms.
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KAITMTAJIN3ALIUA HAIIMOHAJIBHOI'O BOT'ATCTBA: KJIIOYEBBIE
MNPOBJIEMbBI U BOBMOXKHOCTHU PAZBUTUA

M. A. MapkocsiH

Hncmumym sxonomuxu umenu M. Komansna, HAH PA

ObecrieueHne TrOCYIapCTBEHHBIX MyOJMYHBIX (UHAHCOB, a TAKXKE IOBBIIICHUE HX
3¢ HEeKTHBHOCTH U O00BEMOB, POCT OJIATOCOCTOSIHWSI HACEICHUS W PAa3BUTHE HAIIMOHAIBHOMN
9KOHOMHKH 00YCJIOBJICHBI PI0M (DAKTOPOB U MPEANOCHUIOK, KOTOPBIC KaK B HACTOSIIECE BpEMs,
TaK W B JIOJTOCPOYHOW TEPCHEKTHBE MPEIONPEACISIIOT OCHOBHBIC CTPATErMYCCKHUE
HAIMpaBJICHUS COIMATbHO-I)KOHOMHUYECKOro mporpecca. st obecriedeHuss BCECTOPOHHETO
pa3BuTHs OOIIECTBA W YKPEIUIGHHS TOCyJapCTBa HEOOXOAMMO HE TOJIBKO JOCTHIKCHHE
JIOCTATOYHOTO YPOBHS MOTPEOJICHHS, HO U 00ECICUEHHE TOCTATOYHOW HOPMbI HAKOIUICHUS,
KOTOpAasi JISKUT B OCHOBE JATBHEHUIIIETO Pa3BUTHS M PACIIUPEHHOTO BOCIPOU3BoAcTBa. Ecim
He 00eCreYnBaeTCsi 3TOT E€CTECTBEHHBIM IMPOIIECC BOCIPOU3BOJCTBA, OOIIECTBO JIHIIACTCS
rapaHTUil JabHEHIIIEro pa3BUTHSI, YTO MOKET MPUBECTH K MOIPHIBY O€30MACHOCTH CTPAHBI U
NpoBaly SKOHOMHYECKON TMOJIMTHKK TrocyaapcTBa. WHBIMH CIOBaMH, C TOYKHA 3PCHHS
MEPCIIEKTUBHOTO Pa3BUTHSI HEOOXOIUMO HAJTMYUE OTPEICTIEHHBIX (DUHAHCOBBIX, MATEPUATHHO-
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TEXHUYECKHUX, TPYJIOBBIX PECYpCOB M MPHUPOJIHBIX 3aracoB, KOTOPbIE MOIYT OOECIEUYHUTbH
JTATBHEHIIINN  COIMATIbHO-9KOHOMUYECKH Tporpecc. Takum oOpazom, ¢GopMHpOBaHHE U
MIPUYMHOKEHUE HAIMOHAJILHOTO O0raTcTBa CTpaHbl MPUOOPETAET HE TOJIBKO SKOHOMUYECKOE,
HO U IOJIMTUYECKOE 3HAUEHUE U BaKHOCTb.

CocTosiHHE U TPOLIECC IKOHOMUUYECKOI0 POrpecca U paclIMPEHHOT0 BOCIIPOU3BO/ICTBA
XapaKTEpU3yIOTCS C MOMOILBIO Psifia MAKPOIKOHOMUYECKUX arperMpOBaHHBIX IOKAa3aTENEH.
Cpenn HUX Ba)XKHOE MECTO 3aHMMAaeT pacu€T BaJoBOro BHyTpeHHero mnpoaykra (BBII) c
pa3nMYHBIME Moau(pUKanusIMH (Hanpumep, 00béM, Temnsl pocta, BBII Ha nynry Hacenenus u
Ip.), HAIUOHAJbHOIO  JI0XOAa, BaJOBOTO  HALMOHAJIBHOIO  J0X0JAa U JIpYrux
MaKpOIKOHOMHUYECKUX MOKa3aTeel B X Pa3IMYHbIX PeoOpa3oOBaHUSIX.

OnHAaKO OCHOBHBIM HENOCTATKOM YKa3aHHBIX IIOKa3aTelIed SBISETCS TO, YTO OHH,
0o0pa3HO TOBOps, OTPaKalOT TEKYIIEe COCTOSHUE pa3BUTUSl CTpaHbl, HE packpbiBas €&
MOTEHIIMajda U BO3MOXKHOCTEH COLIMAIbHO-9KOHOMHUYECKOTO Pa3BUTHUS. DTOT CYLECTBEHHBIN
npo0es BOCHOIHSETCS TOKa3aTesieM HallMOHAJIBHOTO OOraTcTBa.

B Hacrosmee BpeMms Ui ompenereHHMs M pacuéTa HALMOHAIBHOTO OOrarcraa
UCTONB3YIOTCS  €IUHbIE  METOJNOJIOTHUECKHE  peKoMeHzanuu  BcemupHoro  OaHka.
HanmonansHoe 00ratcTBO SIBIIETCS HEOTheMIeMol YacTbio CHCTEMBbl HAIMOHAJIBHBIX CUETOB
(CHC). CHC cuyXuT OCHOBOM g pacuéTa SKOHOMMUYECKOIO pOCTa IPABUTEILCTBAMH,
YaCTHBIM CEKTOPOM, MEXKAYHapOAHBIMU OpPraHM3alUsIMH M JIPYITMMH 3aUHTEPECOBAHHBIMU
CTOPOHAMH.

HanmonanpeHeli 10X0/ U 6J1ar0COCTOSIHUE OCHOBBIBAIOTCSI HA aKTHUBAaX WJIM OOraTcTBe
CTpaHbl, KOTOPbIE PAaCCUUTHIBAIOTCS IO pa3IMYHbIM KpuTepusMm. HanumonanpHoe Oorarctso
BKJIIOYAET B ce0sl CIEeIyIOIMe YEeThIpe KOMIIOHEHTA: NMPOU3BEAEHHBIN KaluTajl, TPUPOIHBINA
KaruTan (pecypebl), 4eI0BEUECKUN KaluTal U YUCThIe BHEITHHE AKTUBBI.

W3 cka3aHHOrO ClEIyeT, YTO OCHOBHBIM HMCTOYHUKOM YBEJIMYEHUS HALMOHAIBHOTO
OoraTcTBa CTpaHbI SBJISIETCS POCT BaJOBOIO BHYTPEHHEro mnpoaykrta. OJHUM K3 METOJOB
pacuéra o0béma BBII — Kkak OCHOBHOTO MAaKpOIKOHOMUYECKOTO I10Ka3aTelisi OLIEHKH
SKOHOMHYECKOTO TMOTEHIMaNa (MOIIHOCTH) CTpaHbl — SBISIETCS METOX 3aTpar. B craThe
paccMaTpUBAIOTCS BOIPOCHI paclpeiesieHHs U IepepacipeaesieHls HallMOHAIbHOT 0 O0raTcTBa
U UX BJIMSHUE HAa (OPMHUPOBAHUE 10XO/I0B Pa3IMUHBIX IPYIII HACEIECHHUS.

Knrwuegvie cnosa: HanyoHaIbHOE OOraTCTBO, JTOXOJHBIE IPYIIbI, TOCYAAPCTBEHHBIE

nyOnuyHble puHaHCHI, SkKoHOMUYeckuit poct, BBII, remmnsl pocta BBII Ha nyury HaceneHus.
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