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AnHoranusi. Cextopy Mainbix u cpeanux npennpusituii (MCIT) npuHaaieKUuT 3Ha4UTENbHAsS POJib B (DOPMUPOBAHUU
BBII PA, 3aHsAToCTH HAaceleHHUs, OOSCICYCHHH BO3MOKHOCTH PABHOTO pacCIpeesicHHsI JIOXOAOB M IMPEOMOJICHHUU
oeqHoctH. HecMoTpst Ha TO, YTO KPYITHBIC KOMITAHHH CO3IAI0T OOJIBIIYIO J00aBICHHYIO CTOMMOCTD, B CIIy4ae CO3IaHHUs
HeoOxoanMbIX ycioBui aist pa3Butusi MCII oM Takke MOTYT OKa3arh CyLIECTBEHHOE BIMSHHME Ha KOHEYHBIH 00bEeM
TOBApOB U YCIIYT, CO3/1aBa€MbIX B CTPAHE.

JlaHHas cTaThs HANpaBJICHA Ha BBIABICHHE NPOOIIEM, MOTCHIMANA PAa3BUTHS W MEPCICKTHB MAaJlOTO M CPEIHErO
npeanpuHIMaTenbcTBa B PA. C MOMOIIBIO CTATUCTHISCKIX HHCTPYMEHTOB ObLTa BEISIBIICHA B3aUMOCBS3h Mex 1y BBIT
7 J00aBIEHHON cTOMMOCTHIO, co3manHON MCII, a gyepe3 aHaMM3 COOTBETCTBYIOIINX MMOKA3aTEIICH BBISBICHBI IIPOOIEMBI
B OTpaciy.

KroueBbie ciaoBa: MCII, BBII, perpeccroHHast MOJeIb, HAJOTH

Introduction. of its four neighbors, Azerbaijan and Turkey, remain

The environment created to support closed. In social terms, the main problems of the
entrepreneurial activity and its growth is crucial to  Republic of Armenia are the high level of poverty,
the development of the national economy. The income inequality, uneven territorial development.

growth of small and medium-sized enterprises, Analysis.
which are a more vulnerable link in the chain of In 2020, the share of the SME sector in the
economy, requires special consideration. country's GDP is more than 26%. Strengthening the

The development of SMEs in the Republic of  competitiveness of the SME sector is key to
Armenia is accompanied by a number of problems.  developing the economy, reducing dependence on
Armenia has a small domestic market that is  external factors and ensuring sustainable economic
vulnerable to external shocks and an unfavorable  growth.
geographic location, so enhancing economic First of all, we note that enterprises in the
competitiveness and generating economic growth  Republic of Armenia are very unevenly distributed
through exports has been identified as a top policy = geographically. In all the years under review, super-
priority for the country. Armenia's borders with two  small enterprises dominated among small and
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medium-sized enterprises, accounting for more than
90 percent of small and medium-sized enterprises.
Table 1 shows that the vast majority of the total
number of enterprises in the Republic of Armenia
are small and medium-sized enterprises, which in
2020 accounted for 99.8% of the total. This, of
course, is a good indicator at first glance, but what is
more important is the extent to which these small
and medium-sized enterprises create value-added
and how much they influence the formation of GDP.

Here you can see that in 2020 in Yerevan,
according to the data, there are more SMEs (52%)
than in the other 9 marzes together, which can be
described as a negative phenomenon in terms of
balanced territorial development. Kotayk region is
in second place in terms of the number of
enterprises, where 6 percent of enterprises are
located. Marz Vayots Dzor, where only 2% of
enterprises are located, is losing its positions in this
regard.

SME density (number of SMEs per 1,000
residents) in Yerevan in 2020 was 39, the average
for the marzes - 22. The same indicator is 28
throughout the RA. For comparison, we note that
neighboring Georgia surpasses Armenia by almost
10 times (about 290) [7; 8].

During the observed period, the number of
SME:s in the Republic of Armenia showed a steady
growth trend. In particular, the average growth rate
of the number of SMEs for the entire period was
11.8%. If we consider 2017 as a base year, then
compared to this year in 2020 the indicator
increased by 39.6%. If we consider the change in
their number by individual marzes and Yerevan,
then here is the same picture when the index grows.
Here, attention is drawn to the fact that the

pandemic had a positive impact on the quantitative
indicators of the SME sector.

Table 1: Number of SMEs by marzes of RA and the city of
Yerevan, 2017-2020 (unit) [2; 3; 4; 5]

T s T || |

Yerevan 30983 | 35662 | 39280 | 42792
Aragatsotn 1556 | 1780 2000 2283
Ararat 3662 | 4223 4547 5261
Armavir 3424 | 3943 4438 5016
Gegharkunik 2403 | 2763 3007 3340
Lori 3627 | 4254 4522 4977
Kotayk 4728 | 5890 6393 7117
Shirak 2899 | 3235 3542 3970
Syunik 2838 | 3176 3222 3598
Vayots Dzor 1023 | 1227 1316 1491
Tavush 2324 | 2501 2778 3187

Total 59467 | 68654 | 75045 | 83032

The SME sector also has a direct impact on the
formation of labor market trends. Speaking about
the labor market of the Republic of Armenia, we can
say that it is characterized by a strong disproportion.
In particular, more than 30% of the labor force of
the Republic of Armenia is concentrated in the
capital. As for employees of small and medium-
sized businesses and large organizations, we have a
similar picture. In 2020, according to the data, 65%
of employees of the SME sector and 74% of
employees of large organizations work in Yerevan
[7]. If in 2020 we consider their share in the total
number of employees, then we will see that in
almost all marzes and in Yerevan, employees in the
SME sector predominate, the only exception is
Syunik, where there are more employees in large
companies (Figure 1).
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Figure 1: The structure of the number of employees by marzes of the RA and the city of Yerevan and enlarged groups by
the number of entrepreneurs, 2020 [2; 3; 4; 5]

If we compare the average monthly wage rates
in SMEs and large enterprises for the observed
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period, we will see that the average monthly wage
level in large organizations is higher than the same



indicator in SMEs during the entire period under
review (Figure 2). During the period under review
the average monthly salary in large organizations is
251,705 drams, and in SMEs - 153,438 drams. It
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should also be noted that in the case of the former,
the range of variation was [+0.7%; +8.6%], and in
the case of SMEs, the range was larger: [-4.8%;
5.3%].
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Figure 2. Average monthly nominal wages by enlarged groups of entrepreneurs, 2020 (AMD) [2; 3; 4; 5]

GDP is an accurate indicator of the state of the
economy, and the rate of GDP growth characterizes
the level of efficiency of the economy. By
comparing GDP with the corresponding figures of
the previous or base year, one can determine
whether the economy is expanding by producing
more goods and services or contracting.

As a result of studying the data in Figure 3, it
becomes clear that over the period under review, the
GDP growth rate was negative only in 2020, having

decreased by 7.2 percent compared to the previous
year. In 2020, first the spread of the pandemic, and
then the military actions in Artsakh and beyond, the
Armenian economy faced increased significant
uncertainty about the future course of the economic
outlook. Uncertainties change the behavior of both
the population (households) and businesses
(economic entities). As a result, this affects the
volume of goods and services produced in the
country.
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Figure 3. Relative and absolute change in GDP in 2016-2020 [7]

It should be noted that the share of value added
created by SMEs in GDP averaged 25% over the
period under review. Figure 5 illustrates the
relationship between GDP and the value added
created by SMEs.

To identify the relationship of variables a
regression model was built that will allow to
evaluate the dependent wvariable through the
independent variable. The SME value added index

for the period under review was taken as the
independent variable, and the level of GDP was
taken as the dependent variable. The positive slope
of the straight line in the diagram indicates a
positive relationship between two variables, which
means that a change in the independent variable,
SME value added, leads to a change in the
dependent variable, the level of GDP. This is also
evidenced by the regression coefficient (R?) equal to
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0.6593, which means that a change in the value
added created by SMEs affects a change in the level
of GDP by 65.93%. It means that the added value

created in the industry can have a significant impact
on the formation of GDP, and its growth will
certainly lead to an increase in GDP at a higher rate.
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Figure 4: Relationship between the level of GDP and the value added created by SMEs [7]

Statistics show that about 95% of the revenues
of the state budget of the Republic of Armenia are
tax revenues and state duties, that is, about 95% of
the revenues of the state budget of the RA are
formed from taxes and state duties [1]. We have
already mentioned that during the 4 years under
consideration, on average, about 70,000 small and
medium-sized enterprises operated in the RA, and
their number tends to grow. If we study the share of

taxes and fees paid by 1,000 large taxpayers in the
total amount of taxes and fees, we will see that the
taxes and fees paid by them make up a large part of
the total. in the observed period, their share in the
total amount averaged 69.4% (Figure 5). From the
above data, it can be assumed that, despite their
large number, only a small part of SMEs participates
in the process of generating budget revenues.

1500000 85%
900000
55%
600000
300000 40%
25%
2016 2017 2018 2019 2020
Total taxes and duties 1104242.7 11847427 1284406.7 14953457 1416005.4
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Figure 5. The share of taxes and duties paid by 1,000 large taxpayers in the structure of the total amount of taxes and
duties paid to the RA budget, 2016-2020 [6; 7]

Conclusions and recommendations.
Summarizing the above, we can say that SMEs have
the level of potential that will allow them to have a
significant impact on the level of GDP. Despite this
fact, the share of value added created by SMEs in
GDP is still low, SMEs have a very small impact on
tax revenues to the budget. It is necessary to develop
and promote an entrepreneurial culture in the
Republic of Armenia, SMEs have big problems with
access to financing, they are distinguished by a low
level of knowledge and skills, the business
environment in the Republic of Armenia has not yet
been clearly formed. The territorial distribution of

SMEs is characterized by a rather pronounced
asymmetry; the majority of business entities prefer
to carry out their activities in Yerevan: The solution
to problems in the industry should be aimed at
identifying the potential of SMEs and maximizing
their use, which will increase their level of
efficiency and productivity, contributing to the
growth of GDP.

To solve the problems of the industry, we
recommend:

1. To expand the effectiveness of state support
tools for SMEs. It is necessary to review the lending
procedure, especially for SMEs, by making it

154



simpler and more transparent, and by increasing the
level of guarantees provided by the state.

2. To actively promote the development of
financial literacy of SMEs, contributing to the
development of business culture. In this regard, it is
necessary to conduct a large information campaign,
which will be aimed at increasing the technical
capabilities of the subjects. This mainly concerns
the transfer of new approaches and technologies,
marketing, accounting, strategic planning and
financial management, the necessary entrepreneurial
knowledge.

3. It is necessary to improve the mechanisms of
private-public dialogue, which will allow SMEs to
be in constant contact with the relevant state bodies,
provide feedback, which will allow them to quickly
solve problems that arise in the industry.

4. To promote the integration of SMEs into the
value chain of large organizations. It is necessary to
first study and eliminate all problems that hinder the
cooperation of large and small organizations. Here
the role of the state as a link is important.

5. To activate state support programs,
especially in marzes, by reviewing legal
requirements and easing the financial burden of
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SME:s. In the long term, this can create prerequisites
for balanced territorial development.
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