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AHHOTanusl. DKOHOMUYECKUH CYBEPEHHUTET — OTHOCHTENIbHAS XapaKTEPHCTHKAa B COBPEMEHHOM TIJI00aIM30BaHHOM
mupe. [ocynmapcrBa, y4yacTBysh B pacTyIIMX HWHTETPAMOHHBIX W TIOOATM3aLMOHHBIX IPOIECCaX, BBIHYKICHHO
YCTYIAIOT OIpPENeIeHHYI0 YacTh CBOEr0 CyBEpEeHHUTETa Uisi oOecmedeHusi Oojiee BBITOTHBIX HSKOHOMHYECKUX
OTHOIICHUH, MJOCTIDKCHHS SKOHOMHYECKOTO pAa3BHUTHS TIOCPEICTBOM JIBIOTHBIX pEXHMOB. B pa3HOOOpasznu
COBPEMEHHBIX HAYYHBIX MOIXOMIOB, OTHOCSIIUXCS K 9KOHOMUYIECKOMY CYBEPEHUTETY, MOXKHO BCTPETUTH PACCYKIACHUS
KacaTelnbHO KaK YaCTHYHOM, TaK U IOJIHOM IoTepu cyBepeHurteTa. [Ipodiiema aktyanbHa uisi PecryOnnku ApmeHust He
TONBKO B KOHTEKCT€ MHPOBBIX TEHICHIMH pocTa TI00amu3aluy, HO M B IUIAHE PHUCKOB I SKOHOMHYECKOTO
CYBEPEHHTETA, CBA3aHHBIX C WICHCTBOM B HaJHAMOHAIBHBIX O0BbeIUHEHUX (B cirydae PA — unenctBo B EBpasuiickom
SKOHOMHYECKOM co1o3e). OiHako, B paMKax AaHHOM CTaTbu OOCYKIAJMCh HE BHEIIHHE, a BHYTPEHHHE YIPO3bI
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SKOHOMHYECKOMY CYBEPEHHUTETY, B YaCTHOCTH CHCT€Ma pbIUaroB BIMSHHUS Ha IPAaBUTEIBCTBO CTPAHBI KOMITAHHM,
HMMEIOLIMX OTHOCUTEIbHO OOJBIION YZETIbHBIA BEC B HAI[MOHAIBHOW 3KOHOMHKe. MCcXoist U3 aHalu3a SMIMPUIECKUX
JIAHHBIX TPEIIIECTBYIOIUX JIET, MPEACTaBICHbI BO3MOXKHBIE YIPO3bl IKOHOMUYECKOMY CYBEPEHUTETY, UCXOSAIINE OT
MECTHBIX U HHOCTPAHHBIX KOMITAHHH, HMEIOIINX 3HAYUTEIBbHYIO 1010 B BHyTpenHeMm BanmoBom IIpoxykTe Pecryonmku
Apmenus. [Ipobnema oOCy)manach B KOHTEKCTE HAKOIUICHHBIX WHOCTPAaHHBIX MPSMbIX MHBECTHIHN B PecmyOinke
ApMeHHsI — MyTEM COIOCTaBJIEHUS! BHYTPEHHUX YIPO3 CYBEPEHUTETY C BHEUIHUMH BBI30BaMH. B 3aKiIr04eHMH CTaThU
MPEICTABIICHBI MPEI0KEHNUS, HANIPABICHHBIC HAa MPEOI0JICHIE YIIOMUHAEMBIX IIPOOIIEM.

KiaroueBbie cjioBa: DKOHOMHYECKHI CYBEPCHHTET, TII0OAM3aIisl, HAJHAIMOHAIBHBIE KOPIOPAIWU, WHOCTPAHHBIC
MIPsIMBIE MHBECTHUIINH, HAITHOHAFHASI SKOHOMHKA, PHIYary BISHUS.

The economic sovereignty is a relative
description in the modern globalized world. The
states, participating in the growing integration
and globalization processes, are forced to give
up a certain portion of their sovereignty to
ensure economic development through more
favourable economic relations and preferential
regimes. In the diversity of modern scientific
approaches to economic sovereignty both
judgments about the partial loss of sovereignty
and the abolition of sovereignty in general can
be found. The problem is urgent for the
Republic of Armenia not only in the context of
the growing tendencies of globalization, but
also due to the risks related to economic
sovereignty given to the membership in
supranational unions (in case of the Republic of
Armenia, membership in the Eurasian
Economic Union). This article, however, did
not discuss external threats to economic
sovereignty, but the internal ones, in particular,
the system of leverages of influence over the
government by companies with a relatively
large share in the national economy. Through
the analysis of empirical data of previous years
presented the possible threats to economic
sovereignty by local and foreign companies
with a tangible share of the Gross Domestic
Product of the Republic of Armenia. The issue
was also discussed in the context of foreign
direct investment reserves in the Republic of
Armenia, combining internal threats to
sovereignty with certain external challenges.
The article was summed up with suggestions
aimed at overcoming the issues raised.

Introduction. The issue of the economic
sovereignty has been widely discussed in
scientific circles, especially in the last two
decades, due to the integration processes taking
place in the world economy and the growing
level of globalization. On one hand, they allow
countries to use the opportunities of free trade
in preferential economic conditions, serving the
economic development, on the other hand, they

pose a certain threat to the economic
sovereignty of states. Among many definitions
of economic sovereignty, the common approach
is that it is the ability of the states and their
governments to make their own decisions about
the possession, distribution, and use of their
own resources in their own territory. As a result
of globalization, this very capacity of states
weakens, as on one hand they become involved
in a complex system of bilateral and multilateral
relations, on the other hand they become
dependent on the global players, including
supranational organizations and corporations.

The contemporary issue of the global
economy is that nations cede their sovereignty to
private economic players. The uncertainty of
unregulated markets intensifies the pressure on
the states, which have to make greater efforts to
ensure acceptable results for their citizens. On the
other hand, in the face of growing incentives to
integrate into the private global economy, the
nation-state continues its role of the political
moderator. Moreover, the state, unlike private
corporations and banks, continues to be amenable
for the economic welfare of its citizens. The state
continues to be the platform on which social
contracts are negotiated. However, the growing
imbalance between the integrated, unregulated
world economy and the weakened set of national
and supranational tools for governing it, deprives
countries of the mechanisms to operate
effectively. The Keynesian nation-state loses most
of its economic leverage, giving way not to
supranational public power  but to
internationalized private capital. Other countries
are weaker than private capital in the management
of cross-border trade [1, p. 7-9].

After World War II, states relinquished
their economic sovereignty to the so-called
supranational public power, preferring it to the
management of the economy by nation-states.
In the post-war period, that supranational power
practically belonged to the United States, which
had gained hegemonic influence. However,
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after the 1970s and 1980s, national sovereignty
was ceded to global private equity, and US
hegemonic role was weakened in many aspects
of economic life [1, p. 47].

There are significant differences between
the processes of globalization/ international-
lization and supranationalization. This is
reflected in the peculiarities of international
law. The international law is derived from the
absolute sovereignty of nation-states, while
supranational legislation is expressed by
institutions the decisions of which are
mandatory and subject to execution, as opposed
to nation-states [2, p. 165-166].

In the modern conditions of globalization,
the idea of the so-called extraterritorial
governments or non-territorial governments has
developed among scientists. A number of
authors put forward the thesis on political and
economic settlement in a borderless world. It is
based on the hypothesis that governments with
national or other territorial affiliation may not
be able or unwilling to regulate certain areas of
economic activity, which, according to the
authors of this approach, is done by
extraterritorial governments. There are some
types of the latter, but they are usually ignored
because they are not territorial; they usually act
not as bearers of complete sovereignty, but as
highly specialized structures. Such structures
have an external economic orientation, but in
reality, they perform political or governmental
functions. These include the GATT, the World
Bank, the IMF, OPEC, the G-7, the European
Community, a number of UN agencies, such as
the World Health Organization, and the
International Committee of Refugees. Some of
these organizations, especially the European
Community, act as regional governments. The
European Union has institutions that can
sometimes become holistic governments,
leaving the national governments of the
member states as states, provinces or cities [3,
p. 111-112].

Especially due to the growing volume of
globalization, the view of the transformation of
sovereignty has currently become relevant. If
nations concede certain aspects of their
sovereignty on certain issues, the capacity of
organizations previously based on national
priorities increases. Individually, no
organization can compete with territorial

nation-states, as they are generally single-
purpose bodies, but collectively they can
present challenges that national governments
will have a hard time to withstand. If these
supranational agencies can become independent
of their national planners, they can function
more effectively, at the same time threatening
the sovereignty of the states they have created
[3, p- 114].

The thesis of the transfer of power includes
the thesis of separation or distribution of power.
The government, business and labour coexist in
the same area. None of these three can have
absolute power, even though governments act
as supreme representatives of state power,
which  affirms  exceptional  sovereignty.
However, the fact of power-sharing weakens
the sovereignty of the government, at least to
the extent or perception that it had a century
ago. Moreover, as a result of this distribution of
power, the state and its government have
become less inclusive and multifunctional
institutions [3, p 226].

All the mentioned subsystems of the state
and public system, ultimately, contribute to
economic growth. However, the role of the state
is especially important not only for mechanical
and economic growth, but also for economic
development, because  without economic
development only a state with economic growth is
a country only for the rich, bank owners, foreign
companies and capital. Consequently, the state
must develop such structures and institutions of
economic development so that all members of
society, rich, poor and the middle class, become
beneficiaries of economic growth [4, p 16].

Economic sovereignty is the most
important component of state sovereignty, its
materialized expression. It is in organic
connection with political sovereignty. The
statement that political sovereignty does not
make sense without economic sovereignty is
relevant at all times [5, p 4-5].

Modern perceptions of political sovereignty
are synonymous with governments' ability to
act autonomously. Consequently, economic
sovereignty is the ability of nations to exercise
their inalienable power through actions based
on economic self-determination. If economic
self-determination is a more general concept
that refers to the ability of individuals or states
to make decisions in economic matters, then
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economic sovereignty is a unique type of
economic self-determination, which is based on
the degree of state autonomy to guide economic
systems and priorities. [6, p. 39-41].

In the twenty-first century, states without an
economic basis do not really have the sovereign
self-discipline or power to negotiate an
agreement, pursue a monetary or security policy.
Without the material basis of economic
sovereignty, the sovereignty of the state becomes
meekness. It is the national sovereignty that
ultimately endows the state with political,
economic, and institutional power, tools that
enable it to develop and implement national
economic development strategies [5, p. 20-21].

In recent years, an approach has emerged
among economists that states can prevent or
strengthen the seemingly inevitable decline in
economic sovereignty through the development
of small and medium-sized businesses. It is
based on the hypothesis that the large share of
large transnational corporations in national
economies makes states dependent on a limited
number of economic players, which in various
circumstances can jeopardize economic Ssove-
reignty. The establishment and strengthening of
small and medium-sized businesses are consi-
dered as a guarantee for economic stability. The
problem of economic stability is inextricably
linked with economic developments, withstand-
ding economic shocks, and, consequently, with
overcoming problems related to economic
sovereignty [6, p. 25-26].

The issue of economic sovereignty,
especially in the light of globalization and the
emergence of large, transnational corporations
as a result, is significantly related to the
problems of state regulation of the economy.
Especially in the case of large companies and
supranational corporations, the risk of the so-
called '"regulatory capture" syndrome is
growing, to which a number of representatives
of political and economic sciences referred in
the middle of the last century. In the 1950s,
political scientists Samuel Huntington and
Marvin Bernstein developed the models of
"captivity of settlement", followed by Chicago-
based economist George Stigler in his famous
1971 paper on settlement theory. According to
Stigler, a small group of players with a large
share in the regulated industry can advance their
interests more effectively than a large number
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of market participants with a small share, such
as consumers. Consequently, the regulating
industry seeks to "captivate" the regulatory
agency by obtaining the regulations price and
market access, thus fighting against compe-
tition. Stigler's main thesis is that the sectors of
the economy to be regulated can influence it in
such a way that the settlement serves their
interests. This phenomenon is figuratively
called "regulatory capture" [7, p. 3-5, 12-13].

According to Stigler, the regulatory agency
is an inevitable tool to ensure public control
over the economy. The specialized agencies are
welcomed by the regulated industries, the
control takes the opposite direction over time:
cooperation is formed between the industries
and supervisors, as a result of which the
regulated sector gains control over the agency
initially created for its control. This is, in a
broad sense, the meaning of "regulatory
capture". [8, p. 146]

In recent years, a number of scientists, not
denying the existence of "regulatory capture"
models, have put forward other types of
captivity. According to them, the theory of
regulation reasonably took into account the
ways of regulating market access in the United
States in the 1970s, but it did not explain the
subsequent market reforms - deregulation. In
the light of these reforms, Theodor Keeler
perfected the theory of settlement, arguing that
well-founded settlements respond to and
balance the pressures of both special groups and
the public interest. And Samuel Peltzman
argued that regulators were shifting their focus
to market reform as the economic benefits of
regulations of prices and market entry for
regulating branches has diminished. However,
these scientists limit the captivity of regulation
to the protection of regulated industries by
regulating access to prices by government
agencies (regulatory biased captivity). They
deny the existence of other forms of settlement
captivity, such as market reforms aimed at
satisfying certain interests (market biased
captivity) or the captivity of regulators who
benefit from a private-owned regime (anti-
regulatory captivity) [9, p. 127-128].

The problem of state regulation of the
economy in the context of economic
sovereignty is seen in the sense that local and
foreign companies, including transnational



corporations, which have a large share in the
national economy, can gain leverages of
influence over governments in the absence of
adequate government policies, by using the
threat of their exit from the economy. In order
to assess the possibility of companies extorting
favourable terms from the state, it is important
to differentiate between large, international and
global companies, because especially the latter
enjoy the benefits of global transactions.
Depending on the concentration of global or
international companies in the country and the
geographical location of the assets of those
companies, the country may be more or less
affected by globalization. The leverage or
leverage of influence of global companies on
countries is a function that expresses: 1. the
impact of the company on the local economy -
the "footprint" of the company and 2.
distribution of the company's production assets
outside its country of origin - the "globality" of
the company. Quantitatively, this can be
expressed as a product of the company's global
footprint, which will show its contribution to
the domestic economy in percentage terms, net
global assets ("non-domestic" minus
"domestic") in relation to its total assets. The
problem is that if the economy of the country in
question has a large number of companies with
production capacity in different countries of the
world, then economic sovereignty may be
seriously threatened. The aggregate impact of
companies extorting such concessions may
ultimately lead to a cumulative weakening of
economic sovereignty. The concept of the
leverages of influence measures the interaction
of globalization and national economy. When
the impact of globalization on the local
economy increases, the autonomy of the state to
develop and implement policy, economic
sovereignty, decreases. In other words, the more
globalization "touches" a particular country, the
more difficult it is to maintain economic
sovereignty.

The ratio of the leverages of influence of a
global company shows the ability of a
"domestic" global company to influence the
economic policy of a country through a credible
threat of exit from the economy of a particular
country over a period of time. It is a function of
two components: 1. footprint - the impact of the
company on the domestic economy, and 2.

globality - the degree of distribution of the

company's  production  operations.  The
coefficient is interactive: the company's
footprint is multiplied by its globality,

expressing the degree of leverages of influence.
Consequently, the company with the highest
footprint and globality has the greatest leverage.
Higher leverage scores indicate higher levels of
globalization and higher degrees of leverage.
The individual unit of each company is added to
the units of other "domestic" global companies,
to get the total leverage unit for a certain
country in a certain period of time. The
footprint index is obtained by dividing the total
value of a company's physical assets in the
country of origin by the country's current Gross
Domestic  Product. The footprint index
fluctuates in the range of 0-1. The points close
to the Ist indicate a bigger footprint. For
example, indicator 05 shows that the company's
operations in the domestic economy are equal to
5% of GDP. The index of globality is obtained
by subtracting the value of physical assets of
the company from the value of assets outside
the country. The resulting number is then
divided by the value of the company's total
physical assets. The globality index fluctuates
in the range of -1 - +1. The company meets the
minimum threshold of being considered a
global enterprise if its global unit is a positive
number, i.e. if most of the company's physical
assets are located outside its home country. In
case of negative value, the company is mainly
international, i.e. most of its physical assets are
located in the country of origin [10, p. 131-
132].

The presented model makes it possible to
assess the leverages of influence of companies
with a relatively large share in the national
economy towards the government, which may
threaten economic sovereignty. The table below
presents the years of 2014-2020, the 10 largest
taxpayers of the Republic of Armenia,
according to the weight of the taxes paid by
them to the state budget of the Republic of
Armenia and in GDP.

The presented data show that although the
large companies separately had a share of less
than 1% in the GDP in different years,
nevertheless, their total impact on both the state
budget tax revenues and the GDP is relatively
large. The peculiarity of the model under
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discussion is that this threat to economic
sovereignty is either calculated on the basis of
individual companies, it is considered that these
large companies do not agree on their strategies,
but theoretically the sum of their threats of exit
can have a cumulatively negative impact on
economic sovereignty. The assumption that the
threats of exit of large companies can reduce
the economic sovereignty of the country is
generally confirmed by the indicators presented
in Table 1.

Within the framework of our research,
some difficulties arose in calculating the
"globality" indicators of individual companies,
as in case of most of the companies included in
the list of 10 largest taxpayers in Armenia, it is
practically impossible to access information on
the placement of their assets. However, without
accurate indicators, based on the origin of most
of the companies included in the list and global
operations, it is assumed that the majority of
their assets are outside Armenia (for example,
Gazprom Armenia, K-Telecom, Zangezur
Copper and Molybdenum Combine, Armenia
Telephone Company, ENA, Philip Morris
Armenia), which means that according to the
criteria of company classification described
above, they are global companies (most of the
assets are located outside Armenia), with
relatively high indicators of “globality”.
Consequently, the coefficients of their leverages
over the government (the product of the
"footprint" index, the "globality" index) will be
relatively high, so these companies can be a
significant threat to the economic sovereignty
of the Republic of Armenia.

In addition, some of the companies with a
large share in the GDP of the Republic of
Armenia are organizations of foreign origin or
their subsidiaries, which in their countries of
origin are considered means of political, in
some cases, even geopolitical influence. In this
sense, their involvement in the Armenian
economy and the relatively large share in the
structure of GDP may indicate the vulnerability
of economic sovereignty, as these companies
are guided not only, and in some cases, not so
much by economic as by political motives.

Pezuon u mup, 2022, Ne 3

The above-mentioned problem is more
urgent in the Republic of Armenia because the
syndrome of "dependence on one country" is
reflected in the structure of foreign direct
investments in the country - FDI. Thus, in 2020,
as of the end of the year, the net stock of FDI in
Armenia amounted to 2,726,710 billion drams.
Russia has the largest share in the structure of
this net stock - 883.691 billion drams, which is
32.4% of the gross net stock. There is no other
country in the structure of net stock of FDI in
Armenia that has at least a comparable index to
the index of Russia. In terms of net stock, Russia
is followed by Canada with a share of 9.5%,
followed by the United Kingdom with a share of
9.2%, followed by Cyprus with 8.8%. France
and Germany, the leading EU countries in the
structure of net stock of FDI, have only 3.3 and
2.9% share, respectively. Slightly more - 3.9%
share of the Netherlands, the share of the US in
the structure of net stock of FDI in Armenia is
the same - 3.9% [11].

Thus, the analysis of net stock of FDI in
Armenia reveals the phenomenon of Armenia's
dependence on one country, Russia, in terms of
foreign direct investment, which, among other
components of economic policy, is also
problematic in terms of economic sovereignty.
FDI, having a formal economic presence
abroad, in appropriate circumstances, can also
act as instruments of political influence in the
form of political and economic pressure exerted
by the countries of origin of the investment on
the receiving country.

The origin of some of the companies
presented in Table 1 (Gazprom Armenia, K-
Telecom, ENA, Armenia Telephone Company,
and partly Zangezur  Copper-Combined
Combine) coincides with the predominant
country in the structure of FDI in the Republic
of Armenia and Russia. This means that in
certain circumstances, including not only due to
economic factors, these companies can at least
indirectly be used as relative threats to the
economic sovereignty of the Republic of
Armenia, both due to their external origin and
their relatively large share in GDP.
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Table 1. Payments of 10 largest taxpayers to the RA state budget and weight in GDP, 2014-2021 [12]
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AMD 48.8 47.8 42.7 42.2 20.8 20.2 18.1 15.7 15.5 153 | 287.2
Conclusion. In the modern globalized economic development. Consequently,

world, almost all countries face the threats to
economic sovereignty. They can be expressed
both in terms of membership in supranational
integration units (European Union, Eurasian
Economic Union, etc.) and its consequences, as
well as due to the activities of companies,
global and supranational corporations, which
have a relatively large share in the national
economy. In today's world, economic
sovereignty cannot be absolute, and all
countries, even the largest economies, have to
relinquish some of their sovereignty in order to
be part of the integrated world, thereby ensuring

economic sovereignty is presented as a relative
characteristic. States and their governments,
consequently, through their policies, must
ensure a relatively acceptable, effective level of
economic sovereignty, on one hand, not to be
isolated from the integration process, on the
other hand, not to lose economic independence.
The aspect of economic sovereignty discussed
in this article, the possibility of leverage by
companies with a relatively large share in the
national economy, should always be in the
focus of economic policy makers and
implementers. To overcome the big business




dependency syndrome, the government can
pursue a policy of economic diversification,
including promoting the development of small
and medium-sized businesses, which can
counterbalance the threat of national economic
dependence on large corporations. At the same
time, it will reduce the risk of economic policy-
makers being "captured" by regulated
industries, which is especially important in the
economic life and in the dominance of large and
super-large companies in GDP.
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