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 EAST RESTAURANT

“Where the E mr Meets the West™

MEDITERRANEAN - LEBANESE FOOD

BANQUET HALL
CATERING FOR ALL OCCASIONS

FAMILY ENTERTAINMENT
EVERY FRIDAY & SATURDAY NIGHT INTERNATIONAL & ARABIC SHOW
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CALL FOR RESERVATIONS
TEL 626-281-1006 626-587-1048
FAX 626-281-3641

910 E. MAIN ALHAMBRA, CA
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SINGER MUHAMMAD

PHOTO/CONCEPT-J/D-2005 TEL (6260 795-4493
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Officially Resigning as Speaker of National Assembly
Arthur Baghdasarian Declares. ArmeniansLivein a
Society of Fear

Paul Krekorian’s Sate Assembly Campaign Under | nvestigation
Armenian Community Victimized by Fraudulent
Absentee Ballot Scam

109 deputies were in atterndence at
theArmenian Parliament hall to be present
at theresignation of the NA President. First
Arthur Baghdasaryan read out the names
of thedeputieswho left the Orinats Yergir
faction. Then RA deputy Speaker Tigran
Torosyan informed that according to the
20th article of the NA regulations Arthur
Baghdasaryan has submitted a letter of
resignation from the post of the NA Presi-
dent.

Arthur Baghdasaryan started hisres-
ignation speech thanking al the deputies
regardless of their political beliefsand at-

titudes towards him, the NA staff, the
journalists and his formar coallition part-
ner parties .

Artur Baghdasarianinsisted over the
weekend that his Orinats Yerkir party is
now an opposition force said. «Social sur-
veys show that 70% of the population of
Armeniais afraid. We will fight against
the society of fear. We will fight for the
free society». He said that if the present
rates of birth and death are preserved, even
if no oneleavesthe country, in 2050 there

Continued on page?2

Uproar AsFrench Parliament ShelvesVoteOn
Armenian Genocide

PARIS -- Angry

scenes broke out in the h“

French Nationa Assem- T
bly last Thursday after Fea bl
lawmakers were forced .wi} .
to call off a vote on a "I:-'i':fj‘,:-_
bill that would makeit a [T :
punishable offence to h
deny the Armenian
genocide.

Debate on the op-
position bill — which
has sparked adiplomatic §
row between France
and Turkey — started
late, and the time all ocated for its discus-
sion ran out before a vote could take
place. Discussion of the controversial text
will now be pushed back to October at
the earliest, under the parliamentary cal-
endar.

Shouts filled the assembly as the

F=

Frenh—Armenianspot&sting inParis
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bill’s supporters accused members of the
ruling Union for a Popular Movement
(UMP) of stalling debate. Dozens of law-
makers—angrily yelling “Vote! Votel” —
had to be evacuated from the building af -

Continued on page?2

Hit-and-Run Assault at the S. John Armenian
Churchin Southfield, Michigan
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SOUTHFIELD, MICHIGAN -- On
Sunday afternoon (May 21), a minivan
drove through the grounds of St. John
Armenian church, where a carnival was
in process, with parishioners young and
old celebrating the annual closing ceremo-
nies of the local Alex and Marie
Manoogian School. According to the par-
ish pastor, the Rev. Fr. Garabed

Paramedicsand policeattendingtotheinjured

Kochakian, twelve people, including ten
children, wereinjured. Despite heroic ac-
tions by several parishioners to stop the
van, it fled; but the driver was later ar-
rested by the police, a man who they be-
lieve intentionally drove a maroon, 1994
Plymouth Voyager van through the crowd

Continued on page2

ACA representativeHarry Sarafian duringthepressconference

GLENDALE -- Armenian Commu-
nity leaders and victims of an absentee
voter fraud scam spoke out on Tuesday
for the first time about a month long in-
vestigation of Paul Krekorian for the State
Assembly Campaign and allegations of
voter fraud. Theinquiry into possiblevoter
registration irregularities allegedly engi-
neered Krekorian'scampaign hasbeenre-
ferred to prosecutors, county officials
said Monday.

The Registrar of Voters began their
investigation after arandom check uncov-
ered signatures on absentee ball ot request
that did not match signatures on those
voters' registration cards. Voters reported
being sent ballots they never requested.
In addition to what the Registrar has un-
covered, new reports are coming in daily
as knowledge of the fraud spreads
throughout the community.

“We were shocked to see the mag-
nitude of the improprieties in this case,”
said Steve Kaufman, attorney for Frank
Quintero during the press conference.
“We have caled uponthe LA County Reg-

istrar to immediately involve the District
Attorney to investigate and prosecute
those who are responsible. We will con-
tinue to work with the Registrar to en-
sure that the election proves is fair and
that the voters' rights are protected.”

“this isn’t about a campaign, or
who you are supporting”, said Meri
Keshishian, a victim of the scam. “This
is about someone forging my signature,
and that’s just wrong”.

According to Harry Sarafian, board
member of Armenian Council of America,
the Armenian American community as a
whole has been victimized by these ac-
tionswhich if left unpunished will disen-
franchise the community.

According to sources in the LA
County Registrars office, they have sent
letters to approximately 1,000 voters
whose absentee ball ot applications appear
to have been signed by someone other
thanthevoter. They havealready received
a substantial number of responses from
voters indicating that they had not sub-
mitted the absentee applications.

USHouse SubcommitteeMaintainsMilitary Aid
Parity Between Armeniaand Azerbaijan

WASHINGTON, DC -- A House
foreign aid subcommittee reinstated U.S.
policy to maintain military aid parity be-
tween Armeniaand AzerbaijanintheFis-
cal Year (FY) 2007 Foreign Operations
bill.

Lawmakers approved a symmetri-
cal appropriation that amounts to $3.5
million in Foreign Military Financing
(FMF) and an additional $790,000in In-
ternational Military Education and Train-
ing (IMET) assistance to both Armenia
and Azerbaijan. Earlier thisyear, the Ad-
ministration submitted a request for
Azerbaijan that exceeded security assis-
tance to Armenia by $1.095 million.

Following the vote, Armenian Cau-
cus Co-Chair and Committee Member,
Rep. Joe Knollenberg (R-M1) told that “ It
is vitally important that Congress main-
tain military assistance parity between

Armeniaand Azerbaijan. We do not want
to unintentionally disturb the delicate bal -
ance of power that exists in the South
Caucasus nor weaken our credibility as
an impartial and leading mediator in the
Nagorno Karabakh peace process.”

“Given the fact that relations be-
tween Armenia and Azerbaijan continue
tobetenuous, itisimperativethat the U.S.
maintain a balanced approach,” said Ar-
menian Caucus Co-Chair Frank Pallone,
Jr. (D-NJ). “Furthermore, | am pleased
that the Committee called for ahigher al-
location to Armenia than that requested
by the Administration.”

The FY 2007 foreign aid bill also
includes $62 million in economic aid to
Armeniaand up to $5 million in humani-
tarian assistance to Nagorno Karabakh.

Continued on page?2
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Armenian AirbusBlack Box Recorder Recovered

The black box voice recorder from
an Armenian Airbus passenger plane that
crashedinthe Black Seaearlier thismonth
has been raised from the sea bed, an offi-
cial at the Russian transport ministry said
Monday.

"We found the black box yesterday
during the night,” a source at the minis-
try, who asked not to be named, told AFP.

All 113 passengers and crew died
when the Armavia airlines Airbus A320,
which had taken off from Yerevan,
crashed May 3 during its approach to
Russia sBlack Searesort of Sochi. Eighty-

fiveof thevictimswere Armenians, many
of them on family visits.

The transport ministry source said
therecovered black box was“the onewith
voice recordings and was lying 25 to 50
centimeters (10 to 20 inches) under the
mud. This evening we should find the
flight datarecorder, which should lie about
five meters away.”

A submersible vessel hasbeen used
to search for the flight recorders, which
were reported to be lying at a depth of
some 500 meters (1,600 feet) below the
surface.

Armenian Church JoinsIn Condemning
‘DaVinci Code

Armenia’s Apostolic Church on
Tuesday added its voice to worldwide
religious condemnations of thefilm“The
DaVinci Code’, calling on Armeniansto
boycott the blockbuster and the book it is
based on.

"The book by Dan Brown is disre-
spectful inregard to asacred part of Chris-
tianity and insults the feelings of believ-
ers,” Church spokesman Vahram Mdlikian
told AFP. “It contradictsthe Bibleand dis-
torts Christian truths,” he said.

"The Da Vinci Code’, based on a
best-selling novel of the same name by

USwriter Brown, centers on atheory that
Jesus Christ fathered a child with Mary
Magdalene, and that the Roman Catholic
Church covered it up. Since the film's
release last week, it has sparked protests
from Christian and Muslim groupsin nu-
merous countries, some of which have
banned it.

"We cannot ban the film. That is
doneby individuals, whom wecall on not
to show the film on (cinema) screensin
Armenia,” Melikian said, adding that Ar-
menia “made Christianity the state reli-
gion 1,700 years ago.”

Armenians Live in a Society of Fear

Continued from page 1

will be 500 thousand people | ft.

«When we said that the state must
support young families they said it was
populism. It is not populism; it is the road
to the development of the country. Wethink
that social-economic reforms must be
deeper. Being part of theauthoritiesfor three
yearswetried to introduce our approaches.
Many good things have been done, but

many have been omitted. And now wehave
decided to follow our own route».

Baghdasarian has not ruled out the
possibility of Orinats Yerkir forming an
aliancewith some anti-K ocharian groups
to contest next year’s parliamentary elec-
tions. “1 don’t rule out that Orinats Yerkir
will contest the elections in an alliance.
But | don't rule out that Orinats Yerkir
will contest the el ections single-handedly
either,” he said.

Uproar As French Parliament Shelves Vote On Genocide

Continued from page 1

ter the leader of the assembly declared
the session closed.

Earlier Foreign Minister Douste-
Blazy came out openly against the hill,
which follows on from a 2001 French
law officially recognizing the Turkish
massacres of Armenians at the end of
World War | as genocide. “If adopted,
this text would be seen as an unfriendly
gesture by the great mgjority of the Turk-
ish people,” he told lawmakers, warning
itsadoption would have“ serious political
consequences and weaken our position
not only in Turkey but across the entire
region.”

"Turkey is aleading economic and
trade partner... We cannot accept thishill,”
Douste-Blazy said.

The bill would make punishable by
up to five years in prison and a fine of
45,000 euros (57,000 dollars) the crime
of denying that Turkish troops commit-
ted genocide against the Armenians. The

same punishment is on the statute books
for people who deny that the Jewish Ho-
locaust took place.

Turkish Prime Minister Recep
Tayyip Erdogan — backed by Turkish
business leaders and unions — appealed
this month to France to block the con-
tentious new bill, warning of the threat to
bilateral relations. Ankarabriefly recalled
its ambassador from Paris for consulta
tionsthismonth, amid rising tensionsover
thehill.

While the 2001 law was passed
when the Socialist Party had amgjority in
the National Assembly, the new bill could
only pass with support from ruling party
deputies—who had been given afreevote
on the text. The bill has provoked divi-
sions within both the UMP and the So-
cialist Party. Former Socialist minister
Jack Lang said it would “undermine the
efforts of those in Turkey who are trying
to bring Ankarato recognize its history”,
and warned against a trend towards
“criminalizing public expression”.

US House Subcommittee Maintaines Military Aid Parity

Continued from page 1

Thelevel of funding for Armenia, although
less than the amount Congress appropri-
ated in FY 2006, is $12 million more than
that requested by the Administration in
February. In that request, the Administra:
tion also called for an additional $1 million
in FMF to Azerbaijan over Armenia and

suggested $885,000 for Azerbaijan versus
$790,000 for Armeniain IMET assistance.

The bill will be considered by the
full House A ppropriations Committeelater
this week. Once the House of Represen-
tativesand Senate complete action ontheir
versions of the bill, ajoint House-Senate
Conference Committee will reconcilethe
differences.

Richard Hovannisan’s“ The Republic of Armenia”
Released in Armenian

YEREVAN -- Professor Richard G
Hovannisian, chairholder in Modern Ar-
menian History at UCLA, was publicly
honored today on the occasion of the Ar-
menian-language publication of the first
volumeof hisfour-part epic, entitled“ The
Republic of Armenia: TheFirst Year, 1918-
1919.” The event was organized by the
National Academy of Sciences and the
Writers' Union of Armenia, with support
from the Armenian Center for National
and International Studies (ACNIS). The
presentation brought together prominent
specidists in Armenian studies, leading
scholars and intellectuals, political and
public figures, diplomats, and mediarep-
resentatives.

Held in the auditorium of
the Writers' Union of Armenia, the pro-
gram was opened by Academician
Vladimir Barkhudarian, vice president of
theNationa Academy of Sciences. “ There
remain historical phenomena which call
for further, deeper research. One such
experience is the history of the first Re-
public of Armenia which, through four
decades of diligent dedication and
groundbreaking work with a wealth of
primary sources, Academician Richard
Hovannisian has fully and objectively
brought to light,” he said.

The next speaker was chairman
Levon Ananian of theWriters' Union . In
hiswords, “The Republic of Armenia” is
a colossal oeuvre and thus one of the
greatest achievements in contemporary
Armenian studies. “It is noteworthy that
the author of the book is a unique symbol
of our national pride. An incisive thinker
and a scholar with professional method-
ology, Hovannisian'sinternational stand-
ing and pre-eminence in the field keep
growing.”

Volume Oneof “The Republic of Ar-
menia’ was presented in detail by Pro-
fessor Ashot Melkonian, director of the
Academy’s Ingtitute of History . He first
underlined the historiographic value of the
work. According to Melkonian, in the
1960s and 1970s, when the historical
truth about the First Republic was con-
cealed by political strictures, this mas-
terpiece by Richard Hovannisian was an
underground imperative for thosein So-
viet Armeniawho were researching and
studying the topic. “ The ultimate impor-
tance of this book is that the concept of
statehood formsits entire backbone,” he
concluded.

In his turn, Professor Babken
Harutiunian, chairholder inArmenian His-
tory at Yerevan State University , com-
mended “The Republic of Armenia’ in
terms of its reliance on a broad spectrum
of sources as well as its application of
the precept of continuity in historical sci-
ence. “Aside from presenting the histori-
cal record completely and truthfully, each
chapter and every line of the work are
founded in a supreme notion of patrio-
tism.” It is not a coincidence, he contin-
ued, that owing directly to the incessant
efforts of Professor Hovannisian aschool
of modern Armenian history has been
developed in the diaspora.

Raffi Hovannisian, founding direc-
tor of ACNIS and Armenia’sfirst Minis-
ter of Foreign Affairs, congratulated his
father on the accomplishment of finally
bringing thewhole history of the First Re-
public home to Armenia . “Comprehen-
sively researched and objectively pre-
sented, Richard Hovannisian's authorita-
tive account both gives cause for mo-
ments of historic pride and achievement
and offers a record of losses and short-
comings which the new Armenia must
avoid repeating. It is avaluable lesson of
liberty and legitimacy, democracy and di-
plomacy, sovereignty and security, which
must be drawn today—in the name of the
Republic of Armenia, past and present.”

Also noteworthy were artistic con-
tributions by literary expert Svetlana
Khanumian and professor of theology
Khoren Palian.

Finally, Richard Hovannisiantook the
floor and extended his deep appreciation
to the organizers of the event, the schol-
ars, intellectualsand everyone present, and
acknowledged Vrezh Markosian, director
of the Tigran Mets Publishing House, for
his high-caliber production of thevolume.
Hovannisian shared vignettes from his
childhood, his student years, and hisfour-
decade quest for “ The Republic of Arme-
nia.” A well-rounded understanding of the
history of the First Republic, he said, will
enable its modern-day heir to steer clear
of mistakes and never place false hopein
paper guarantees for security, which we
have trusted on numerous historical oc-
casions and suffered setbacks as a re-
sult.

The capacity crowd of assembled
leaders, intellectuals, and students stood
to express their appreciation of the work
and its creator.

Hit-and-Run Assault at the &. John Armenian Church

Continued from page 1

about 2 p.m. as members of the church
and community played on five colorful
inflatable structures and enjoyed fresh
popcorn.

As the accident occurred, onlook-
ers screamed for the driver to stop the
van, with at least one man jumping onto
the vehicle and breaking out the driver’s
side window before being thrown off.

“Heisdefinitely ahero,” Southfield
Police Sgt. Mike Mellec said of the man
who tried to stop the driver. “We have
information to believeit wasintentional .”

Police believe the suspect drove the
van along a road behind the Alex
Manoogian School before turning down
a small road between the school and a
tent erected for the festival, which was
held between the school and church.

Those injured were taken to Provi-

dence Hospital in Southfield with injures
including bruises, broken ankles and a
broken pelvis. Police did not identify the
injured.

Stunned parents stood on the edge
of the by-then-deflated playscapes hold-
ing their children. Water bottles, children’s
shoes and other items were strewn along
the ground.

According to Fr. Kochakian, who
wasthankful that no onewaskilled, some
of the injuries are serious, and that the
witnesses are shaken emotionally. The
local police responded promptly, and
quickly transported the injured parties to
a hospital for immediate treatment.

Fr. Kochakian has assured that at
this point in their investigation, police
have ruled out areligious or racial mo-
tive for the assault. The driver isin cus-
tody, and will face serious charges later
this week.
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Monumental Columbia University Conference on Independent Armenia
Ten Distinguisned Panelists Present Research Papers- 111

This is the third of three major ar-
ticles on the all-day conference that took
place at Columbia University on March
11, sponsored by The Columbia Univer-
sity Armenian Center, and the University
of Michigan, Ann Arbor, Armenian Stud-
ies program. Ten distinguished panelists
tackled the crucial topic of “ State-Build-
ing and Policy-Making in an Independent
Armenia 1991-2006”. Thefirst and sec-
ond panels, published in the last two
weeks, dealt with “Foreign Policy and
Security Issues’, and “Domestic and Po-
litical Policy”.

Part |11 - Economic Policy

The third panel of the Columbia
University conference onindependent Ar-
menia, focused on “Economic Policy”
and featured four outstanding scholars,
including Hrand Bagratyan, Armenia’s
Prime Minister from 1993-1996; Arman
Martirossian, Armenia's Ambassador to
the United Nations; economist Arman
Sarian from Paris; and World Bank econo-
mist SaumyaMitra. The panel was mod-
erated by Michigan University Professor
Gerard Libaridian.

Armenia’s former Prime Minster
Hrand Bagratian, aspecialistin economic
theory and transformation, is currently
vice president of the Yerevan Brandy Fac-
tory. He started his detailed ananlysis by
putting forth some theories on the failure
of the Soviet Union, including nationality
problems, the arms race with the West,
Gorbachev'sfailuresin transitioning to a
market economy, and especially the com-

plete incapability of bringing the scien-
tific-technological advances down to the
people. Dueto thepolitical inactivity from
Moscow on these fronts, the republics
took the initiative and “staged economic
changes from below,” he observed.
“Hence, thepolitical collapse of the USSR
moved to the foreground, and the repub-
lics were forced to implement economic
reforms under conditions of a global po-
litical-economic crisis.”

The transfer of property to private
hands became the first goa of economic
reforms at the start of the 1990’s, he
noted. Inland reform, Armenia, the first
among Soviet republics, implemented
large-scale land privatization. But land
reform revealed weaknesses of the col-
lective state farm system, and Armenia
didn’'t turn into “an engine of economic
development. It wasn't transformed into
afull agrarian reform.”

Even though state property, in the
beginning, was amalgamated with power
authorities, the first stage of reform took
place with its break up and division, its
separation from the state, and itsinterna-
tionalization. In the next few years, he
predicted three possible scenarios, in-
cluding palitical reform resulting in prop-
erty broken up and divided in a competi-
tive environment; or, significant national -
ization; or, a new revolution with total
redistribution.

Concerning taxes, he related that
small businesses bear the brunt. Big en-
trepreneurs are given tax remissions be-
cause big business “acts as the political

agent of state authorities” and isrewarded
for its economic services to the state. He
advocated asingleflat tax of added value
in al CIS (Commonwesalth of Indepen-
dent States).

And to bring about good gover-
nance, he urged the separation of prop-
erty, economic activity, and legal, regula-
tory-auditing activitiesfrom the state; the
solidifying of executive power, and the
ending of the“ dishonesty that definesthe
presidency.” While the Armenian presi-
dent “is not supposed to be the head of
the government, “in actuality he decides
everything, he stated, adding that the cur-
rent administration “understands that it
should be ended. That is why it has be-
gun to diversify,” he declared.

Orthodox Capitalism

Mr. Bagradian called the current eco-
nomic systeminArmenia, “orthodox capi-
talism” where the state “does not adopt
any laws, but always designates the pri-
vate sector to determineitsbehavior.” He
reveal ed the startling figures of 400 fami-
liesin the U.S. controlling ten percent of
the GDP, 40 familiesin Russiain charge
of 15.8 percent, and 44 families in Ar-
menia controlling 52 percent, with one
family alone owning five percent. Torem-
edy this, he suggested “internationaliza-
tion and competitiveness’ of governing,
and the elimination of such functions as
“state paternalism and quasi-state gover-
nance of the economy.”

In regional and foreign economic
affairs, he stated that Armenia should be

“transformed into a regional economic
crossroad of intercourse and interchange
between North and South, East and West.
Geographically, economically and ethni-
cally, and with the presence of the
diaspora, Armenia should be a “conve-
nient regional financial center.”

Also, an aternate customs service
should be created, so that strict state con-
trols over the import of goods can be
eased.

Armenian banks for investors has
decreased because of the consolidation
of banks, resulting in the complete disap-
pearance of corporate capital. Because of
this, he pointed out that Armeniaisin the
last place among CIS countries as a re-
giona financial center. He advocated
“not alowing the government to have di-
rect control over al transaction, provid-
ing full freedom to primary agentsof deal-
ership, and excluding the arbitrary behav-
ior of political leaderstoward financia in-
stitutions.”

Armenia’ sAmbassador to the United
Nations Armen Martirosyan has been an
advisor to two of Armenia’s Prime Min-
isters (1991-1993), and has served as
Deputy Minister of Foreign Affairs. He
explained the reforms of the 1990's as
“macroeconomic stabilization, trade lib-
erdization through tariff cuts, budget con-
solidation, privatization, the flexible ex-
change rate regime, and the banking sys-
tem. Also on the plus side was land re-
form based on egalitarian distribution of

Continued on page4

UCLA Conference on Armenia’s Economic Development

Part I1

Dr. William Ascher, McKenna Pro-
fessor of Government and Economics at
Claremont McK ennaCollege, wasthefirst
of three discussants of Gelbard's presen-
tation. The report, he began, confirmed
the healthy cooperation between the Ar-
menian government and the IMF and
World Bank, allowing the government to
embark on ambitious economic reforms,
including fiscal consolidation, opening
trade, and strengthening the energy and
banking sectorsand public administration.
He regards an increase in the salary of
civil servants as “afirst step in combat-
ing corruption.” Armenia, Ascher stated,
hasimportant advantages, including ahigh
level of education, it diasporan connec-
tions, and opportunitiesto integrate more
closely with both Russia and Western
Europe. Yet Armeniastill facesmagjor chal-
lenges, as even the strong economic
growth in recent years has brought the
level of the Gross Domestic Product
(GDP) back only to its pre-independence
level. The economy is now very vulner-
able to the global business cycle, while
the rural population is far more at risk
than the “most politically-mobilized
groups, typically the urban sector.” He
guestioned the validity of the statistics
provided to the IMF regarding the sharp
reduction in poverty and called for anin-
dependent evaluation. The reduction of
poverty is closely related to the
government’s ability to collect taxes, an
areainwhich serious problemsexist. Pro-
fessor Ascher emphasized that it is criti-
cal that major investmentsbe madein edu-
cation, health, roads, and irrigation in the
neglected rural areas, and he pointed to

the important role that can be played by
non-governmental organizations and the
Diaspora in focusing on this challenge.
“The Diaspora Community must demand
accountability and transparency in inter-
acting with the government. I nternational
interactions are important for promoting
greater governmental honesty and com-
petence.”

Professor Daniel Mazmanian,
Bedrosian Chair in Governance and the
Director of the Judith and John Bedrosian
Center on Governance at the University
of Southern California, noted that the IMF
report presented by Enrique Gelbard
showed that strong economic progress
had been registered in the “take-off” and
recovery period in Armenia. But the re-
port also cautioned that to remain on a
high-growth trajectory a number of
deeper changes would be needed which
go beyond macroeconomic policy. Of par-
ticular importanceisthe challenge of com-
bating corruption. “While no society is
exempt from the plague of corruption, it
isclear that for Armeniato move forward
changeswill be necessary across not only
the economic sphere but aso in civil so-
ciety and the governmental sphere to ad-
dress this deeply rooted problem.” Dr.
Mazmanian then outlined the minimum
reforms in the economic sphere (trans-
parency in business transactions; adop-
tion of international best-management pro-
tocols; joint-venture with reputable inter-
national companies); in civil society (pro-
tection of free speech and free press; cul-
tivation of civic engagement in school and
community; encouraging NGO participa-
tion in society); and in government (high
standards of professional training and ex-

pectation of public officials; international
networking; clear performance goals for
public agencies; greater transparency in
government; balancing public administra-
tive authority with parliamentary and ju-
dicial review and accountability).

Dr. AraKhanjian, Professor of Eco-
nomicsat VenturaCollege, gavethree ex-
planations to the observation that poverty
ratesin Armeniaare decreasing, while, on
the other hand, there is the broadly-held
perception that most of the population is
experiencing economic hardship. “First,
certain segments of the population are not
benefiting from these positive statistics.
Second, there are regional disparities.
Third, the poverty lineisvery low, and it
underestimates the true amount of pov-
erty in Armenia. Economic growth alone
is not sufficient to reduce poverty. The
government should increase expenditures
on pro-poor economic policies such as
rura roads, water resources, education,
healthcare, reduction of corruption, and
redistribution of assets. Therearetwo fea
sible ways of generating higher govern-
ment pro-poor expenditures: First,
Armenia sbudget deficitsarelow asaper-
centage of the GDP. Additional spending
through barrowing, even if resulting in
higher deficits, could be beneficial to eco-
nomic development if it isdirected toward
improving theinfrastructure, human capi-
tal, and productivity. Second, Armenia's
tax revenue as a percentage of the GDP
is very low. A major challenge faced by
Armenia is to increase its tax revenues
and raise its tax revenue to GDP ratio.”
Dr. Khanjian suggested that “one way to
achieve this is to increase the marginal
tax rate which was reduced in the year

Michael Intriligator, Armen Alchian,
Richard Hovannisan

2000.”

Moderator of the session, Michael
Intriligator, introduced the discussion pe-
riod by referring to his colleague Armen
Alchian as*“the Armenian Adam Smith.”
He then related his own experiences in
dealing with the transition of the post-So-
viet statesto amarket economy. He ques-
tioned the wisdom of the* shock therapy”
that was laid on the newly independent
republics, including Armenia, for the pur-
pose of arapid transformation to market
economics. “I have been criticizing the
initial package of reform proposed by the
World Bank and IMF, arecipefor atran-
sition to a market economy, sometimes
referred to as the *Washington Consen-
sus,’ that called for Stabilization, Liberal-
ization, and Privatization, what | refer to
as'SLP’ As| saw it, this package omit-
ted three critical parts of reform that are
necessary components of a transition to
a market economy. These were the de-
velopment of Institutions, the need for
Competition, and the need for a proper
role for the Government, which | refer

Continued on page4
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to as ‘ICG.” Without them, as | had
warned, this shock therapy SLP package
has had disastrous conseguences for the
economies of the post-Soviet nations, rep-
resenting, as many have noted, more
shock than therapy.” Professor Intriligator
then explained each of the points in the
two formulas, SLP and ICG, arguing the
SL P had led to a pseudo-market economy
of artificial capitalism and that problems
from this approach, without implement-
ing ICG, still remain. He concluded: “A
true transition to a market economy re-
quires a strong and activist government,
which must take a leading role in estab-
lishing ingtitutions, enforcing the rule of
law, and overseeing an appropriate regu-
latory framework, asis till true today.”
A brisk discussion period concluded the
morning session.

Taxation, Trade, and Banking

The afternoon session, moderated
by Professor Lee Ohanian of UCLA'sDe-
partment of Economics, featured three
specialists on economic development. Dr.
David Grigorian of the IMF and a co-
founder of AIPRG assessed the issue of
tax collection. He summarized his paper
asfollows: “ The Armenian economy has
performed strongly, particularly since
2000, by almaost any macroeconomic cri-
teria. Yet, despite years of consecutive
double-digit growth, ratio of tax revenues
to nominal GDP has been low and fairly
stable at about 14% percent. Clearly,
Armenia’s record income growth has not
resulted in buoyant revenues, apoint that
has also been underscored by many ob-
servers of the Armenian economy. This
limitsthe government’s ability to address
serious poverty and social issues, aswell
as to invest in infrastructure to enhance
the economy’s long-term growth poten-
tial.” Dr. Grigorian assessed the factors
that account for Armenia's stubbornly
low tax-GDP ratio and then discussed the
impact of tax reforms and tax revenue
performance under IMF-supported pro-
grams with a comparative econometric
study of the main determinantsof tax rev-
enues across alarge number of countries.
Hefound that the persistence of Armenia’s
low-tax GDP ratio is explained by the
presence of weak institutions, poor gov-
ernance, and a large informal shadow
economy, and concluded by offering sev-
eral policy recommendationsto boost rev-
enue performance.

Dr. Federica Saliola of the Univer-
sity of Rome and the World Bank dis-
cussed her work on the business climate,
using anewly-constructed index that puts
Armenia in a comparative regiona per-
spective. She maintained that Armenia's
recent impressive economic performance
is not sustainable unless reforms to im-
prove the investment climate are imple-
mented. In fact, based on an index con-
structed with her World Bank colleagues
Giuseppe larossi and Giovanni Tanzillo,
Armeniaexperienced adeteriorationinits
business climate between 2002 and 2005.
Dr. Sdliola explained that the major rea-
son of such a phenomenon is the decline
inArmenia singtitutions, asthe quality of
those institutions and the costs associ-
ated with the “institutional environment”
has become worse. “In particular, politi-
cal influence, corruption, red tape, and
inefficiency of thejudicial system arethe
main culprits.” The second part of the

paper discussed the bottlenecksin private
sector development as perceived by Ar-
menian entrepreneurs.

The issue of tax evasion was ana-
lyzed aswasthelink between evasion and
corruption. Evidence was presented “ that
red tape, access to finance, and corrup-
tion remain the mainimpedimentsto pro-
ductivity growthinArmenia.” Thelast part
of the paper established an order of pri-
ority of reform and assessed Armenia’s
competitiveness with countriesin the re-
gion, including measures that would help
to bridge the existing 40 percent produc-
tivity gap when compared with Turkey.

The third afternoon speaker, Mr.
Nerses Yeritsyan of the Central Bank of
Armeniareviewed the country’s progress
infinancial sector reforms. He noted that
Armenia has gone through several stages
of consistent sustainable reforms since
the collapse of the Soviet Union, with the
purpose of building astable and well-func-
tioning financial system. During the pe-
riod of transition, “thefinancial sector re-
formsin Armeniahave achieved substan-
tial progress, especially inthebanking sec-
tor, where much has been done, includ-
ing the closure of weak and inefficient
banks and the strengthening of others.”
Shortcomings are unavoidable and to cor-
rect them is a real challenge but at the
same time it opens up new opportunities
for further reforms and development.
“This leads to a new reform program—
the third generation reform agenda—that
takesinto account thelessonslearned and
addresses the problems of the entire fi-
nancial structure, that is, banking, insur-
ance, capital markets, and private pen-
sion schemes. The main lessons of past
reforms persuaded the policymakers to
become more outward oriented, devise
longer-term ambitious but redlistic targets,
and eventually internationalize or global-
ize Armenian’s financial markets.”
Yeritsyan concluded: “Attracting foreign
direct investment by reputable
transnational financial firms is the best
way to achieve these objectives. In this
context, among other ingtitutional mea-
sures, integrity and maintaining Armenia's
distance from money laundering and ter-
rorist financing is key.”

Session moderator Lee Ohanian ob-
served that the conference highlighted
both the considerable economic progress
Armeniahas made during the past decade
and the economic challengesit still faces.
“Themost exciting aspects of theresearch
presented show the potential for future
economic growth in Armenia. There is
considerableroom for improvementin the
business environment in Armenia, espe-
cialy inmaking it morecompetitive. This
isimportant because increasesin compe-
tition tend to go hand-in-hand with in-
creasesin efficiency and productivity. Im-
provementsin the Armenian businesscli-
mate, particularly reduction of bureau-
cratic costs and firmer institutional
changes, may bring about considerable
increases in productivity and income.
Moreover, theArmenian financial system
has devel oped considerably andisontrack
to becoming amodern center of financial
intermediation. To the extent that modern
economies are successful because they
are efficient and alocate capital to the
most productive uses, Armeniaindeed has
a potentialy bright future.” The session
concluded with another lively discussion
period with the engaged and concerned
audience. Following Professor
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state-owned lands. “ Despiteits shortcom-
ings, thispolicy hasplayed apositiverole
in reducing poverty in rura areas, he
stated.

However, inequality and extreme
poverty have increased, he noted, adding
that the reforms of the 1990's “did not
address the underlying structural prob-
lemsthat inhibit growth in the productiv-
ity andincomes of the poor.” Since 2003,
some corrections have beeninstituted, in-
cluding double-digit GDP growth, signifi-
cant drop in interest rates, growing ex-
port, improving income distribution, and
the tripling of the budget which has
reached onebillion dollars.

He called the privatization of state-
owned enterprises in the early 1990's as
the “corner stone” of Armenian govern-
ment policies then. However, it required
a “substantial degree of institutiona ca-
pacity to be implemented effectively for
the interest of the whole society,” he
pointed out.

Threelmportant RolesFor
Change

In the current process of structural
change, he singled out three roles for the
Armenian state, including providing avi-
sion for the future during a period of tran-
sition with true choicesand times frames;
the state providing an “institutional real-
ity” for this vision; making the state as
the“ ultimate conflict manager” initsrole
as the “guarantor of property rights and
as the designer and executor of the pub-
lic agenda. No state, however ‘strong’ it
is, workswith aclean slate,” he declared.

In conclusion, he observed that for
effective economic performance, Arme-
nia has chosen the “evolutionary model
of state building through democratic con-
solidation, the maturing of civil society,
and effective foreign aid, which is effec-
tively designed, conditioned and deliv-
ered.”

Arman Sarian, was Economic Ad-
visor to the Armenian government from
1993 t0 1996, and has participated in sev-
era of the European Union’stechnical aid
programstotheCIS. HecaledArmenia's
GDP growth “one of the strongest” of
the CIS, and related that this was the re-
sult of “credibility of the macroeconomic
policies of stabilization; the correction
effect after the depression; and the im-
portance of external transfers, especialy
since 2000.” Long-term growth will be
achieved by thelevel of domestic and for-
eign investments, he stated.

He stressed that the financing of the
economy should be reinforced with the
intermediation of the banks, improvement
in the business environment, and positive
incentives for businessmen to create
projects. “ Attracting foreign investments,
supporting innovation and devising astrat-
egy to promote exports will be essential

to maintain growth rates higher than six
percent,” he declared.

“Inthe current geopolitical context,
any advance toward peace and stability
in the area will improve the total perfor-
mance of the country. If Europe over-
comesitsdifficulties and finds the means
to expand without weakening, the pros-
pect of a rapprochement and integration
with Europe would anchor theregionina
zone of greater stability,” he notedin con-
clusion.

World Bank economist Saumya
Mitraspeciaizesinthe European and Cen-
tral Asia departments, focusing on eco-
nomic reforms in Armenia and the South
Caucasus.

He ranked Armenia as among the
best performers in Europe and Asia mi-
nor in its record of steady growth and
low inflation. Itis“pace-setting” within
the CIS for its record of structural re-
forms. Growth has now made a signifi-
cant dent on poverty.” However, he
pointed out that Armenia remains poor,
with income per head below $1300 to-
day.

For investment to respond, he sug-
gested that the next wave of reforms be
directed at “sharpening the competition
framework of the economy, achieving
closer integration to international trade and
capital markets, deepening financial mar-
kets, and creating the conditions for ab-
sorption of knowledge on the path to high
technological sophistication.”

Competition Must Be

Srengthened

He surmised that Armenia has be-
gun to address the second generation of
reforms* somewhat fitfully.” Though util-
ity reform and privatization, and some cor-
rectionsin the business environment have
been made, nonetheless, there exists a
weak state of corporate governance, poor
property rights enforcement, arbitrary
practices in tax and customs administra-
tions, corruption, stunted financial mar-
kets, aswell as shortcomingsin telecom-
municationsand civil aviation. “Compe-
tition must be strengthened,” he stressed.

AmongArmenia sweakest areasare
registering property, access to credit,
property rights and large severance pay-
ments, he declared, and blamed this on
poor governance and “outright corrup-
tion.” Healso listed customs, tax admin-
istration and the courts as major prob-
lems. He recommended that the Arme-
nian government should remove all gov-
ernment-imposed economic entry barri-
ers on telecom by 2009, aswell as elimi-
nating government-imposed entry barri-
erstoair transport. However, he praised
Armenia’s “open regime in trade, and in
capital and investment flows,” and ex-
pressed the hope that Armeniawill focus
onthesereforms, soastolock inits* stel-
lar economic performance” in the years
ahead.

Hovannisian's closing remarks, the con-
ference ended with renewed sustained
applausein astanding ovation for 92-year-
old Armen Alchian, who listened atten-
tively throughout the program.
Mr.andMrs.Vahik andAlicePetrossan

of the Armenian Educational Foundation
hosted the participants, other visiting schol-
arsfromArmenia, Great Britain, and Canada,
andthe UCLA Armenian Studiesfaculty toa
post-conference dinner reception with a
number of other AEF members.
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