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ABSTRACT 

Currently, an efficient judicial system has an important role in the developing 

economic relations as one of the guarantees for contract enforcement. However, in practice 

and findings of the analysis undertaken within the scope of this research prove that the 

Armenian judicial system currently is not so effective and efficient; moreover, there is no 

confidence in court…”one of the main reasons for recourse to the court is that the parties has 

provided in the contract such clause or this mechanism can bring “desired” outcomes…”. 

This situation brings about informal regulation of relations…”the survey findings explicitly 

prove that the most common dispute resolution mechanism between economic entities is 

negotiation institution (about 85% in Yerevan, 41% in regions) and mediation institution – 

out-of-court mechanisms”…. Even if relations are regulated by formal mechanisms, “rules of 

informal games” are applied, which in its turn leads to biased attitude towards one of the 

parties of the contract. In addition, the judicial system is costly…” in Yerevan the total 

material expenses of judicial system in average varies from 2.1-2.6 million AMD. In regions 

material expenses of judicial system amount to 1.6-2.5 million AMD” and time-consuming…” 

the whole judicial process – starting from the application to execution of the finial decision - 

takes in average 140 days, while out-of-court resolution takes in average about 30 days”. 

Moreover…” imperfect judicial system, underdeveloped institutional standing of out-of-court 

mechanisms, as well as low level of business culture has significant impact on business and 

economic outputs.”      

As a possible direction for problem solution there is a need to transpose non formal 

rules intro formal and establish a formal alternative dispute resolution system, which will be 

competitive with court and informal systems. As such, arbitration institution can be applied; 

its development need is identified in the agenda of judicial reforms implemented in Armenia.   
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INTRODUCTION 
 

Property rights and contract enforcement, as the core disciplines of New Institutional Economics, are 

the backbone of institutional structure of economy in each country. Economists considered the 

importance of effective contract enforcement as having crucial importance for well functioning of the 

market and overall economic development.  

Dispute is considered as a core element of contract enforcement, which in its turn implies different 

mechanisms through which the latter can be resolved i.e. courts, arbitration, mediation, etc. However, 

economic theory does not clearly define which one is positively distinguished form others and the 

reality shows that they are all far from being perfect.  

The majority of economists considered courts as an effective institution securing property rights and 

enforcing contracts. However some of them have analyzed their restrictions and drawbacks.  As for 

other alternative mechanisms of contract enforcement, it is obvious that while these mechanisms 

(arbitration, ADR and etc.) have advantages (confidentiality, time and money consuming), they are 

properly functioning only in a developed institutional environment. It does not mean that a weak 

institutional system excludes the existence of ADR at all. The matter is that under these conditions 

informal ADR mechanisms are getting “flourished” and become as an alternative “force” in respect to 

legal ADR institutions.  

The essential element of these two systems (court and ADR) is the cost of enforcement to businesses. 

The costs of legal enforcement are strictly correlated with the efficiency of functioning of the legal 

system. They serve as a basic precondition for emerging of alternative dispute settlement mechanisms 

and demand towards them. If the costs of legal system exceed its benefits, it is obvious that parties 

will not go to the court. On the contrary, if the costs are much lower than the benefits, contract parties 

will use the “services” of the court. Therefore, the maximum amount of financial losses the party is 

willing to accept before taking legal actions is equal to the boundary between “not enforceable through 

court” and “enforceable through court”.  
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The dilemma of choosing court or other institution for dispute resolution is becoming more actual in 

countries where institutional system is in the stage of formation and development. Recent empirical 

analyses show that, in general, in these countries procedural formalism has a high degree which means 

that the legal system is costly and is functioning ineffectively. The survey on corruption done by the 

World Bank in 26 transition countries among firms and the general public identifies the courts as one 

of the entities perceived to be the most corrupt. The mentioned problem generally undermines the trust 

towards the legal system at all. Therefore, it becomes clear why individuals in different countries 

differ in their approaches on the enforceability of contracts and sometime are reluctant to use the 

formal legal system for dispute resolution. And that is why the alternative dispute resolution 

mechanisms (mainly informal once) are so widespread, especially in developing countries. The above 

said leads to a conclusion that properly defined and effectively functioning ADR systems have crucial 

importance for overall economic effectiveness which is vital for economic growth. 

The aim of the study is to have a general overview on the dispute resolution mechanisms in 

Armenia and to study opportunities for their efficient implementation. Particularly the study is 

focusing on the following questions 

1. What is the theoretical background of contract enforcement   

2. What are the theoretical costs of contract enforcement to businesses?   

3. How disputes in B2B are being solved in Armenia?  

4. What are the real costs the businesses face during dispute resolution 

5. How the costs of dispute resolution stipulate selection between different resolution 

mechanisms 

During the study both theoretical and empirical approaches are used, particularly the 

first part of the report is devoted to: literature review on theoretical bases of institutional economics 

related to property rights, notion of contracts, contract enforcement, and costs of contract enforcement. 
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Meantime, international experience and historical overview of key elements of dispute settlement 

mechanism in general and particularly of ADR is provided. The second part of the report provides the 

main findings of the surveys and focus groups aimed generally to reveal the “truth” about dispute 

settlement in Armenia. For effective implementation of focus groups and surveys the relevant 

questionnaire has been developed and sample has been designed.  The third part briefly introduces 

economic analysis of the RoA Law on Commercial Arbitration adopted in 2006 as a result of 

judicial reforms.   
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CHAPTER 1.  THEORETICAL BACKGROUND ON ALTERNATIVE 

DISPUTE RESOLUTION (ADR) ISSUES  

 

1.1 NEW INSTITUTIONAL ECONOMICS AND PROPERTY RIGHTS  

The importance of an appropriate set of institutions for the effective performance of 

economy is a core result of New Institutional Economics analysis, where the fundamental 

discipline is Property Rights as a central institution of each economic system.  The detailed 

analysis of the impact of different property rights and other legal rules has been done in 

within Property Rights Analysis and Economic Analysis of Law.1 There are different 

definitions of property rights in the literature on institutional economics, which however are 

focused on the basic concepts. Property rights define the nature of sanctioned human behavior 

that allows people the right to use resources within the “class of non-prohibited uses”.2 

Property rights are the rights of individuals to the use of resources…supported by the force of 

etiquette, social custom, ostracism, and formal legally enacted laws supported by the state’s 

power of violence or punishment. Another definition of property rights states that property 

rights are the social institutions that define or delimit the range of privileges granted to 

individuals of specific resources (Libecap, 1989).  

The introduction of property rights into economic analysis made obvious that it is not 

sufficient to consider a “pure” exchange of physical goods under consideration of perfect 

institutions and complete contracts. What is most important here is bundle of “…norms of 

behavior with respect to things” (Furubotn/Richter, 1991), since all economic activities 

1 See for example Alchian (1965), Alchian and Demsetz (1973), Coase (1960), Schüller (1983); Barzel (1997); 
Eggertsson (1990); Furubotn/Richter (1997); Cooter/Ulen (1997); Bouckaert/de Geest (2000). 
2 Property rights define the nature of sanctioned human behavior i.e. norms of behavior (Furubotn and Pejovich, 
1972). Such sanctioned behaviors allow people the right to use resources within the “class of non-prohibited 
uses” (Alchian, 1965). 
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including trade and production are the exchange of bundles of property rights (Furubotn and 

Pejovich, 1972). In this context the exchange of goods has to be understood as a highly 

complex, costly process, accompanied by formal and informal rules. Property rights can also 

be interpreted as assigning responsibility for benefits or harms with relation to the use and 

exchange of goods, an idea that “leads easily to the close relationship between property rights 

and externalities” (Demsetz 1974), and by this to an initial theory of the emergence of 

property rights.3 The above mentioned definitions of property rights are conceptually broad 

and emphasize only the legal aspect of property rights and as well as social conventions that 

govern behavior, such as corporate culture and reputations (Kreps, 1990). Economic concepts 

of property rights has been distinguished from legal concepts by the Barzel (1997), viewing 

the more relevant concept of property rights to be the economic rights. As a synergy of the 

two mentioned approaches it is reasonable to consider the economic aspects of property rights 

as a complementary concept within the legal framework that allows such property rights legal 

protection and third party enforcement. Property rights provide the basic economic incentive 

system that shapes resource allocation The theory of property rights specifies how to 

determine which individuals own i.e. have the rights to control scarce resources. By setting 

objective rules for allocation of control over scarce resources to particular owners, resource 

use conflicts may be reduced. The key component of property rights possession is possibility 

to transfer them to others. As Libecap (1989), stated property rights are the rights to use, to 

earn income from, and to transfer or exchange the assets and resources. In any kind of 

institutional arrangement where more than two contracting parties are involved, resource 

owners must transfer to another transacting party the control over some attributes of a 

resource. Property rights institutions range from formal arrangements to informal conventions 

3 The thesis expressed by Demsetz (1974), that “property rights develop to internalize externalities when the 
gains of internalization become larger than the cost of internalization” served as a cornerstone of what 
Eggertsson (1990) called “the naïve theory”. The naivety is explained by the fact that the theory “seeks to 
explain the development of exclusive property rights without explicitly modeling social and political 
institutions” (Eggertsson, 1990). 
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and customs regarding the allocations and uses of property. Such institutions have great 

impact on decision making related to resource use and, hence, affect economic behavior and 

economic performance. Property rights protection contributes to the benefits of so doing to 

outweigh the costs4.  

In contracting over proposed property rights, an economic welfare under the new 

arrangement relative to the status quo serves as a basis for the bargaining position of the 

various parties. In order to estimate the likely net economic gains or losses from institutional 

change faced by each party it is necessary to evaluate the overall productive possibilities with 

the new property rights arrangement and the distribution of economic rents in this regard. The 

bargaining parties must see their economic welfare improved, or at least made no worse off, 

for them to support institutional change, and each party has an incentive to seek as large a 

share of economic rents under the new arrangement as possible.  

Primary motivations for contracting for property rights are the aggregate (common pool) 

losses that arise under conditions of poorly defined property rights. In these circumstances, 

resource values fall for several reasons. First, because property rights to the resource are not 

assigned, individuals in their production decisions do not have to consider the full social costs 

of their activities. Further, competitive pressures under conditions of poorly defined property 

rights encourage short-time horizons (compared with long-term horizons) in production. The 

economic incentive to invest (e.g., in new technology) is reduced because investors cannot 

anticipate that they will capture any of the resulting economic returns due to insecure property 

rights. Second, resource values fall because exchange and reallocation of the resource to 

4 Property rights protection has huge advantages since the private benefits of so doing outweigh the private costs 
generally. Libecap (1989) notes that the nature in which property rights are defined and enforced fundamentally 
impacts the performance of an economy at least for two reasons. First by assigning ownership to valuable 
resources and by designating who bears the economic rewards and costs or resource-use decisions, property 
rights institutions structure incentives for economic behavior within society. Second, by allocating decision 
making authority, the prevailing property rights arrangement determines who the key actors are in economic 
system.  
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higher valued uses become more costly and less effective if property rights are absent. 

Demsetz (1967) argues that an assignment of property rights is a prerequisite for markets to 

define asset prices. Well-defined asset prices are needed to reflect underlying demand and 

supply conditions and to facilitate socially valuable exchange among economic agents. 

Without the more complete market signals possible when property rights are well defined, 

resources may not flow smoothly to higher valued uses as economic conditions change. 

Whether or not the more complete defining of property rights is socially beneficial depends 

on the magnitude of common pool losses, the nature of contracting costs to resolve such 

losses, and the economic costs of defining and enforcing property rights (Coase, 1960). 

 

1.2 NOTION OF THE CONTRACT 

The economic theory of contacts is primarily refers to contract design.  There are several 

definitions of the notion of contract which spread the light to the central discipline of contract 

theory. Under the contract it is understood a “Relation between two or more parties which 

includes legally enforceable obligations between them” or “A promise or set of promises for 

the breach of which the law gives a remedy, or the performance of which the law in some way 

recognizes as a duty” or “a legally binding promise to act in the future, such as the promise to 

deliver a good on a specified future date in exchange for a promise to pay a specified price”. 

The literature assumes that the basic goal of contracting parties, i.e. reason why parties might 

contract for future performance is to maximize the shared value created by the contract which 

can be obtained by a) lowering the cost of performance or b) raising the benefit from contact. 

Contracts can protect, and thereby encourage, what economists call “specific investments” 

and what lawyers refer to as “reliance expenditures.” Specific investments are made when the 

resources constituting each party’s investment generate more value if they are “exploited” in 
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the relationship than if they are used for other purposes. Economists identify the optimal level 

of specific investment as “ex ante efficiency.” At the same time, contractual obligations that 

motivate efficient investment ex ante can change the direction of the efficiency of exchanges 

(“ex post efficiency”) by compelling exchange when there is no surplus to be gained. The 

source of this problem comes from the fact that contracts are made under uncertainty as to the 

cost and value of the contractual performance. A contract can commit a party to an exchange 

that might later become wasteful in that the cost to the promisor of performance exceeds the 

value to the promisee. At the time of the contract, therefore, the parties should seek to ensure 

that the exchange takes place in all circumstances when it produces value. The objectives of 

ex ante and ex post efficiency are in tension when parties contract under uncertainty. This is 

because the commitment necessary to protect the specific investments that generate the 

expected contractual surplus is often opposing to the flexibility needed to ensure ex post 

efficiency. It may turn out, for example, that the value of the contract performance to the 

promisee is less than the promisor’s cost of performance. Under these circumstances, the 

parties would want the flexibility to avoid an inefficient transaction. But an effort to build in 

flexibility (say by agreeing to renegotiate an inefficient contract ex post) may expose the party 

that has made sunk cost investments to the risk of exploitation by the non-investing party. 

This prospect, in turn, may cause the investing party to reduce or even decline to make 

welfare enhancing investments, thus undermining ex ante efficiency. A benchmark solution to 

the dual objective of ex ante and ex post efficiency is the complete, contingent contract—one 

that specifies obligations in each possible circumstances. If contact is complete then 

ownership would not matter for economic efficiency, since each contingency would be 

specified in the contact. Such a contract ensures that performance occurs when, but only 

when, it is efficient. Either by directly specifying an obligation to make a specific investment 

or by compelling exchange in states when it yields a surplus, the complete, contingent 
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contract encourages the efficient amount of specific investing. Unfortunately, complete, 

contingent contracts are impeded by the transaction costs of contracting which is a basic 

reason for contract incompleteness. The incompleteness of contracts means that there are 

elements due to difficulties in considering in advance all possible future contingencies and 

measuring performance under each contingency5. Contract theorists now identify and analyze 

separately distinct categories of transaction costs. The most prominent categories in economic 

theory comes from the fact that information is costly, sometimes prohibitively so. Based on 

this, the information costs of contracting can be separated according to two distinct stages of 

contracting. 

Based on this, the information costs of contracting can be separated according to two 

distinct stages of contracting. At the front-end stage, parties incur ex ante transaction costs, 

including the costs of anticipating future contingencies and writing a contract that specifies an 

outcome for each one. At the back-end stage, parties incur ex post enforcement costs, 

including the costs of observing and proving the existence (or nonexistence) of any relevant 

fact after uncertainty has been resolved. Both ex ante and ex post contracting costs, then, 

prevent parties from writing complete contracts and give rise to what economists refer to as 

the problem of incomplete contracts. The incompleteness of a contract has a different 

meaning to an economist than to a lawyer. To a lawyer, a contract may be incomplete in 

failing to describe the obligations of the parties in each possible situation. Economists use 

incompleteness in a different sense. A contract is incomplete if it fails to provide for the 

efficient set of obligations in each possible situation (unexpected changes may contact to 

become inefficient). 

5 Because of this unspecified portion of the contract, there are potential economic problems in sharing of joint 
output between contracting parties (Grossman and Hart, 1986). 
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Contact law economics explains the reasons of contract breach. In general contractual 

parties weight the costs and benefits of contract breach. A contact breach takes place when the 

benefits is greater that the costs. This can be illustrated by the following example. Company 

A supplies to the company B. To produce the supplies, A needs to make necessary 

investment. This relationship-relation investment exposes A to the hazard of ex post 

expropriation of quasi-rents (inherited to this investment) by B, i.e. so-called “hold-up” 

(Klein, Crawford and Alchian). To avoid such a hold-up by B, both parties include in the 

contract special provisions on quality, quantity, price and etc. which reflect expected market 

conditions.  

Although the contact has been agreed upon, the reality can lead to the situation when 

actual conditions may deviate from expected conditions. For instance, if actual market price 

of the product is above the contract price, the contract provides unforeseen rents to B. In this 

case A could benefit by breaching the contract since it could get additional revenue by selling 

product in the market at higher price. When prices continue to grow, there might be some 

price at which benefit of A from breaching the contract becomes larger that the costs i.e. loss 

of reputation and capital costs. Analogously, when market price goes down it would be 

profitable for B to buy the product in the market thus breaching the contract. Another example 

illustrates the situation when the costs of producing the product at agreed quality increase 

unexpectedly. In this case A makes a comparison between the increased costs of production 

and the costs of breaching the contract by delivering the product with low quality.  

In general there is cut-off point beyond which both parties will breach the contract. 

However, as long as market conditions are within the range between these two points the 

contract will be respected. This range is referred to as the “self-enforcing range” of the 

contract (Klein). The self-enforcing range measures the extent to which market conditions can 
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change accelerating hold-up by either party. Under this logic a hold-up would never take 

place in fully predictable situations.  

If the parties had anticipated the present conditions either they would avoid to be engaged 

in the contract or they would plan their activities based on different contract specifications. 

Nevertheless, once the conditions have changed in the way that the contract is no longer self-

enforcing, the contract enforcement is a subject of judicial procedure by the courts or other 

alternative mechanisms.  

 

1.3 CONTRACT ENFORCEMENT   

Economists long ago considered the importance of effective contract enforcement as 

having crucial importance for well functioning of market. The first pioneering research by 

Macaulay (1963) has “opened the floor” for discussing the problem. However, only recently 

empirical studies of different mechanisms of contact enforcement have been conducted. 

Contract enforcement issue becomes more actual in transition countries. It comes from the 

fact, that historically these countries have relied on state to enforce transactions between state-

owned enterprises. And once the economy becomes liberalized, there was no mechanism 

other than inherited legal system to enforce new agreements, which viewed as an inadequate 

for market economy. Due to ineffective legal system (laws and courts), economic agents often 

have to rely on contracts “without the shadow of the law”. In addition transition, is seen as 

“an experiment in the interaction between courts and relational contracting” (Johnson, 

McMillan, Woodruff, 1999):  

In practice there are different mechanisms of contract enforcement. However the 

economic theory does not clearly define which one is positively distinguished form others, 

and reality shoes that they are all far from being perfect. Although private security and 
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enforcement works effectively in some situation, nevertheless it usually leads to violence.6 

Economists have considered the courts as the effective institution securing property rights and 

enforcing contracts (Coase, 1960). However some of them have analyzed their restrictions 

and drawbacks (Johnson, McMillan, and Woodruff 2002, Bianco, Japelli and Pagano 2001). 

Related to other alternative mechanism of contract enforcement it is obvious that while these 

mechanisms (arbitration, ADR and etc.) have advantages (confidentiality, time and money 

consuming) they are properly functioning only under the developed institutional environment.  

 

1.3.1 CONTRACT ENFORCEMENT BY THE COURTS 

Well functioning legal and judicial institutions are critical to economic growth and 

poverty reduction in market economies. They define the rules by which markets function, and 

they provide a means to resolve disputes, protect economic and social rights, and hold 

governments accountable for their actions. 

The economic literature on contract enforcement has two extremely different 

directions related to the role of courts in contract enforcement. The first, the legal centralism 

tradition, assumes that agreements and contracts can be best and almost costless enforced by 

the legal system (Williamson, 1985). The second is the theory of self-enforcement (theoretical 

aspects is discussed above), implicitly or explicitly assumes that contracts between two 

parties are not enforceable through courts. The essential element of theses two approaches is 

the costs of enforcement. If the costs of legal system exceed its benefits, it is obvious that 

parties will not go to the court. On the contrary, if the costs much lower than the benefits, 

contract parties will use the “services” of the court. Therefore, the maximum amount of 

6 Smith (1776) considered “a tolerable administration of justice” as one of the proper functions of government, 
enabling ordinary citizen to seek justice against richer and more powerful offenders who control private 
enforcement. Similarly, public regulation while sometimes is functioning effectively, is often corrupted and 
“captured” by the very violators, such as monopolists and pollutants; it needs to restrain (Stigler 1971).  
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financial losses the party is willing to accept before taking legal actions is equal to the 

boundary between “not enforceable through court” and “enforceable through court”.  

Now it is important to define the costs and benefits of the contract enforcement7. They 

mostly depend on the values of the contract and on the ability of the courts to adequately 

determine the magnitude of damages resulting from a breach of the contract.  

 

1.3.2 THE COSTS OF CONTRACT ENFORCEMENT THROUGH THE COURTS 

In general, costs of contract enforcement are divided into three categories: direct costs, 

indirect costs and losses form unenforced claims. To the category of direct costs of contract 

enforcement can be classified.  

• Duration, which is measured as the number of calendar days counted from the moment the 

plaintiffs files the lawsuit in court, unless the moment of court’s decision come into force.  

• Money, which can be interpreted as all costs including formal and non-formal costs which 

are necessary during entire process of legal action.8  

These costs are stipulated by: a) the efficiency of legal system, b) the type of agreement or 

contract, and c) the characteristics of the firm and individual. 

The costs of legal enforcement are strictly correlated with efficiency of functioning of the 

legal system. They serve as a basic precondition for emerging of alternative dispute settlement 

mechanisms and demand toward them. Below we will provide some empirical evidences 

which spread the light to the mentioned problem.  

7 Which are determined as the compensation for the losses resulting from the breach of contract (Beckmann and 
Boger, 2002) 
8 Efforts that might be spent to take legal action can also be classified as the costs, however in practice it is 
extremely difficult to find the appropriate tool to measure these costs.  
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It is obvious that the more effectively is functioning the legal system, the less the costs of 

enforcing. This statement is proved by the recent empirical study conducted by S. Djankov et 

al. (2003). The main goal of the study is to estimate a degree of procedural formalism of legal 

system in different countries. The research includes data from 109 countries which are 

distinguished by legal origin and have different type of legal system (common law and civil 

law). The main findings of the study are clearly defined that in richer counties procedural 

formalism is in lower level than in poorer ones. Also the dispute settlement in socialist and 

French civil law countries is more formalized than in common law countries, even holding 

per capita income constant. The research concluded that “… ceteris paribus higher procedural 

formalism is a strong predictor of longer duration of dispute resolution. Higher formalism also 

predicts lower enforceability of contracts, higher corruption, as well as lower honesty, 

consistency, and fairness of the system…” 

The research also evidenced that longer formal proceedings do not secure better 

justice. As a practical example the research estimates the time of legal enforcement as a result 

of contract breach. Thus, it takes 49 days to enforce eviction of tenant in the USA compared 

with 1080 days in Poland (procedural formalism indexes in this sphere are 2.97 and 4.08 

respectively). Analogously, payment of a returned check in the USA takes 54 days compared 

to 1000 days in Poland (procedural formalism indexes in this sphere are 2.62 and 4.15 

respectively). The world worldwide average time for accomplishing an eviction is 254 

calendar days and for collecting a check is 234 calendar days. From the logic of our paper it is 

interested to analyze the data for countries in transition. As mentioned above countries from 

former socialism regime9 have high procedural formalism, where the mean of appropriate 

index is 3.93 and average durations to enforce eviction of tenant and payment of a returned 

check are 347 days and 327 days respectively. 

9 The study covered 16 countries (Armenia is not included).  
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In this context it is necessary to consider the phenomenon of informal payments 

during legal actions. In institutionally weak states this problem caused serious obstacles for 

both individuals and businesses by creating huge financial burden. Sometimes these informal 

payments exceed the amount of claim thus making legal system totally inefficient. The survey 

done by the World Bank in 26 transition countries among firms and of the general public 

about corruption often identify the courts as among the entities perceived to be the most 

corrupt.10 The mentioned problem generally undermines the trust toward legal system at all. 

This is one of the reasons why judicial reforms in developing countries are so important.  

Considering above mentioned statements, we come to the conclusion that in transition 

countries the high procedural formalism is associated with greater costs of legal system thus 

creating serious obstacles to the “beneficiaries” of the system.  And therefore, it becomes 

clear why individuals in different countries differ in their approaches on the enforceability of 

the contracts and sometime are reluctant to use the formal legal system for disputes resolution 

(McMillan and Woodruff 1999, Johnson, McMillan and Woodruff 2002). And that is why the 

alternative dispute settlement mechanisms are so widespread especially in developing 

countries. 

Regarding Armenia it is worth to consider the recent study done by Advanced Social 

Technology NGO. The prime goal was to estimate current situation with regard to formal 

legal enforcement and possibility to apply alternative dispute resolution mechanisms. For that 

purpose a survey among 100 SME in Armenia has been conducted. The survey results show 

that SMEs have a negative opinion on judicial procedure, i.e. they are not happy with 

bureaucratic routines, duration and costs of procedure. According to respondents an average 

costs of judicial procedure is 545.000 AMD and approximately 50% of cases lasted for two 

10 Source: “Judicial Systems in Transition Economies: Assessing the past, looking to the future” World Bank, 
2005 
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month. This is enough to justify the willingness of SMEs to switch to the alternative dispute 

settlement mechanism while dealing with contract enforcement (will be discussed later) 11.       

In this context, it is worth to mention the research done by Sherwood (1992), which 

estimates the impact of judicial system on overall economy in seven countries.12 

The main finding of research is that “…the penalty to growth momentum in a 

liberalizing economy is at least 15% if judicial system functioning poorly…”13 

Summarizing above mentioned statements we can stress that ineffective mechanism of 

formal contract enforcement, especially in the countries with weak institutional capacities, 

bears significant costs to businesses, thus hampering performance efficiency and overall 

growth.     

Regarding to type of contract it is clear that the form, duration, completeness, 

complexity and standardization of the contract also influence the direct costs of legal 

procedure.  Apparently written, standardized, short-term, complete and less complex forms 

are easy to enforce (with low costs) compared to oral, complex, incomplete and non-

standardized forms. According to Lyons (1996) “The agreement need not to be written, but it 

is obviously difficult to enforce it if it is not written or witnessed by a third party.” Written 

contracts increase the verifiability of the agreement by a third party and lower the costs of 

enforcing them through courts. Williamson (1985) called it classical contracting, in which 

11 By not diminishing the role and importance of this study in development of alternative dispute settlement 
mechanisms in Armenia, however it should be mentioned, that the results of the study do not reflect the overall 
situation in this sphere, since the survey has been done only among SMEs and from our point of view the 
representativeness of the respondents is not in sufficient level.   
11 The survey participants’ opinion on negative impact of judicial system to overall economy has a following 
structure. Brazil – 96%, Peru – 85%, Argentina - 93%, Canada – 12%, Portugal – 65%.     
12 Argentina, Brazil, Canada, Peru, Philippines, Portugal and Spain. 
As stated in the paper “…poor judicial performance costs a country dearly. Would this news not prompt citizens 
press for improved judicial performance? Logic would suggest so, but even where the results have been well 
disseminated, reaction has instead been interested but mild. The reason may be simple. People in many 
countries, including particularly people in economically and politically powerful elite groups, prefer an 
alternative to judicial system recourse. They transact business largely within their social networks and thus have 
limited need for a judicial system that works well. The costs to the economy of this preference may be 
significant but are little understood…” 
13 The survey participants’ opinion on negative impact of judicial system to overall economy has a following 
structure. Brazil – 96%, Peru – 85%, Argentina - 93%, Canada – 12%, Portugal – 65%.     
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“the emphasis is … on legal rules, formal documents, and self-liquidation transactions.” As 

the duration, incompleteness and relevance of oral amendments increase, classical contracts 

turn into neoclassical, and, ultimately, into relational contracts. The latter are usually 

considered as not enforceable through courts (Baker, Gibbons and Murphy 2002).14 

 As to firm or individual-specific factors, they may also influence the direct cost of 

taking legal action. Based on Johnson, McMillan and Woodruff (2002) there are three 

explanations as to why firms which operating under the same law have different perception on 

courts efficiency: (a) the accessibility of courts may vary among firms, (b) the perceived 

ability to use courts is associated with individual characteristics of entrepreneurs (i.e. a 

“trusting” nature) and (c) randomly occurring errors of perception. The empirical results of 

the research stress the importance of firm or individual-specific factors on real or perceived 

costs of using courts to enforce contracts. For example, they found that “belief in the courts is 

significantly more likely among managers who are younger and in larger firms.” 

14 Taking into consideration above-mentioned statements it is interesting also to analyze how would parties 
design their contracts in light of the future course of litigation, including its risk of error and its cost? In this way, 
the impact of the adversarial system on contract design can be examined more carefully by backward induction. 
In this case, the risk of legal error in the judicial enforcement of a contract can be served as an example. Legal 
error may mean that a breaching promisor may not be held liable or that a performing promisor may be 
erroneously found in breach. As a result, the promisor’s incentive to perform may be undermined. Nevertheless, 
as long as the probability of liability is greater following actual breach than following performance, the promisor 
does have some incentive to perform. That incentive is a function of the magnitude of the risk of legal error that, 
in turn, is a function of the investment made by each party in litigation. Experts in the process of litigation 
commonly assert that the cost of proving the existence or absence of a fact is lower for the party alleging the 
truth than the lying party. Given a fixed amount at stake, therefore, the truthful party will invest a greater amount 
in litigation and this improves the odds of the court coming up with the truth. 
On the other hand, litigation costs can offset the gains from improving the incentives of the promisor to perform. 
Within the adversarial system, litigation costs and errors are the product of the interacting strategies of the 
parties to initiate, defend, and present evidence at trial. These strategies are regulated by an elaborate regime of 
evidentiary and procedural rules. Within those rules, the parties have discretion to decide how much to invest in 
the production of evidence in court. Their investments may well depart from the level that is efficient from the 
parties’ ex ante perspective. The parties’ ex post decision is based on the amount at stake; in many cases, 
therefore, they are simply fighting over a division of the spoils. Nonetheless, the expected outcome does affect 
incentives to perform. Thus, at the time of contracting, the parties would weigh the expected cost of enforcing 
each contract term against the incentive gains derived from its expected enforcement (including the risk of error). 
This tradeoff, in turn, affects the choice among rules and standards that we described above. The parties may 
also structure their contract to realign litigation incentives by manipulating evidentiary and procedural rules, at 
least to the extent allowed by law. The bounds of their discretion to do so remain unclear, though there are many 
examples of contractual provisions that shape the fact-finding process in litigation, including choice of venue 
clauses, confession-of-judgment clauses, shortened limitations periods, and the choice of trial by jury or judge.  
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Indirect costs of court enforcement have two dimensions (1) the disturbance of a 

valuable relationship and (2) the damage of firm’s reputation in business or social networks. 

Regarding the first effect, Williamson (1985) stated: “One important purposive difference in 

arbitration and litigation … is that, whereas continuity is presumed under the arbitration 

machinery, that presumption is much weaker when litigation is employed.” If the relationship 

has no value, then indirect costs do not occur at all.15 However, if the relationship is highly 

appreciated, the indirect costs of disturbing a relationship may be significant. The value of the 

relationship is influenced by relation specific investments and/or high switching costs.  

The second effect is less examined in the literature. Negative network effects occur 

when contract enforcement is mainly organized in business or social networks and the use of 

courts damages the reputation of the litigating firm. 16  

Ellickson (1994) argues similarly, “… a good neighbor would not use the legal 

system, which is relatively costly and politicized to resolve such a minor problem such as 

animal trespass. They believe that this sort of dispute instead should be resolved according to 

informal norms. … In … societies where these non-legal systems are well established, 

controller-selected norms often forbid, at pain of social ostracism, a grievant from using the 

legal system.” An importance of personal relationships and reputation is evidenced by the 

research in five transition countries (Johnson, McMillan, Woodruff, 2000), which shows that 

membership in business and social networks playas significant role in decisions to extend 

trade credit and commence new productive relationships. In this light, it is worth to present 

the statement from Peruvian report as a part of the research conducted in seven above 

mentioned countries.   

15  “Litigation is strictly for settling claims; concentrated efforts to sustain the relation are not made, because the 
relation is not independently valued” (Williamson 1985). 
16 As Anita and Frazier (2001) note “… the principal may decide to take a somewhat less severe enforcement 
response with a focal agent that is embedded in a dense network. The potential costs of retaliation are likely to 
mitigate potential benefits of a more severe enforcement response.” 
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An importance of personal relationships and reputation is evidenced by the research in 

five transition countries (Johnson, McMillan, Woodruff, 2000), which shows that membership 

in business and social networks playas significant role in decisions to extend trade credit and 

commence new productive relationships. In this light, it is worth to present the statement from 

Peruvian report as a part of the research conducted in seven above mentioned countries.   

“In small, less developed societies, personal relationships are fundamental. Transactions are 

made between people who know each other, the reputation of the agents involved has a high 

value and informal rules are almost sufficient. This allows individuals to trade at a low cost. 

Nevertheless, for an economy to develop it is necessary that the market extend itself, implying 

a major dependence on impersonal relationships. In this context, the formal rules imposed by 

a third party in an exchange gain greater importance.” 

Losses from unenforced claims take place whenever courts are unsuccessful in 

enforcing contracts. These losses depend on the quality of the legal system, the type of 

contract and the nature of the contracting partner. For instance, it is difficult to legally enforce 

claims when the trading partner cannot be identified ex post or goes bankrupt or due to the 

corrupted legal system the court will make a decision not in favor of plaintiff.  

In summary, the legal system influences the costs of court enforcement only partially. 

Furthermore, the type of contract, the value of the relationship, the distinct characteristics of 

the seller and buyer and the extent to which the transaction is embedded within business or 

social networks all contribute to these costs. 
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1.3.3 ALTERNATIVE MECHANISMS OF CONTRACT ENFORCEMENT  

Law economists have long argued that legal systems in themselves may be capable of 

enforcing only a minority of contracts in an economy. As Rapaczynski (1996) noted, legal 

system can solve only marginal cases. Consequently, there must be other mechanisms in place 

that support most of the contracts. They must be based not on the formal enforcement but 

rather on strategic calculations of future “reward” associated with honoring contractual 

agreements. 

In considering various sources of enforcement costs, it becomes clear that it is not the 

absolute costs of court enforcement, but the costs in relation to other contract enforcement 

mechanisms that determine which way to enforce a contract. 

Self-enforcement, i.e. “take the loss and terminate,” is a possible alternative to court 

enforcement, but it might be extremely costly if the relationship between contracting partners 

is highly valued. Without available third party involvement, alternatives to “take the loss and 

terminate” are (1) direct bargaining, (2) renegotiation of contract terms or (3) “taking the law 

into one’s own hand.” The former two alternatives are featured often with low cost, but their 

success is limited if the other party does not comply. The latter, the use of private force, is not 

only costly but also unlawful. If third parties can be considered, the alternative enforcement 

mechanisms include undermining the others parties’ reputation, community enforcement 

through social sanctions (Kandori 1992), private arbitration, sanction through private 

organizations, such as exclusions from business networks (Kali 1999), ‘mafia’ sanctions 

including violence, and internal organization. Finally, the alternative of “no enforcement” 

always exits. As a response to a contract breach this means “take the loss and continue.”  

Summarizing the abovementioned analysis let us try to draw main key conclusions. 

First of all, it is obvious that contracts are central institutional units which regulate possession, 
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transfer of property rights in the economic life. It is clear that incomplete contracts result in 

breach thereof, which is justified in the comparative analysis of losses and gains from the 

violation of contracts. In this context one of the main functions of the state as a key 

institutional unit is the establishment of contract enforcement systems and relevant 

mechanisms. Traditionally this role has been assigned to the judicial system, the efficiency of 

which significantly differs based on the historical background of the general legal system and 

institutional development level of the country, which is reflected in the costly and time 

consuming judiciary system.         

The efficiency of the judicial system is conditioned by the breakdown of a social 

valuable institute, i.e. relations between people and it becomes obvious that in societies where 

relations between people traditionally have crucial importance, the “demand” for judicial 

system is significantly high. This situation contributed to the establishment of other 

mechanisms, i.e. out-of-court dispute settlement mechanisms, which can be based on self-

enforcement and informal rules, which in terms of cost and time-consumption have advantage 

over judiciary system. However, informal mechanisms, of course, have their disadvantages, 

that are perfectly proved by impossibility for mandatory enforcement of existing rules of 

game and in some cases by violation. Thus, it is necessary to establish a system which will be 

the “golden mean” for judicial system and informal mechanisms. Such a system is, in fact, 

arbitration, which is more needed in transition countries. As regards to Armenia, it is obvious 

that the judicial system in Armenia as a successor of social legal system is far from being 

perfect, the arbitration institution is underdeveloped and has formal nature and we are sure 

that disputes among economic entities are settled by informal mechanisms. In this context, the 

empiric research aimed to study dispute settlement mechanisms, transaction costs associated 

with judicial and informal system will enable to make a general view/understanding on the 

topic concerned and will be valuable for further reforms in the field.       
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CHAPTER 2.  FINDINGS OF THE FOCUS GROUPS AND SURVEYS 
 

Within the scope of the research two focus groups (conducted among experts and 

businesses) were conducted aimed to receive necessary responses to dispute resolution 

mechanisms through expert assessments (with support of USAID/CLERP). An internet 

survey was conducted with support of local and international organizations, which uploaded 

the relevant questionnaire in their websites. A phone survey, conducted among 350 economic 

entities in Yerevan, was an activity in compliance with scientific requirement to such survey.  

The project was supported by the Union of Manufacturers and Businessman of Armenia, 

which conducted a survey among its 30 members, as well as ProSME project in Armenia 

which conducted a survey in 5 regions (marzes) - especially among small businesses.  The 

main objective of the conducted activities was to find out the mechanisms applied for disputes 

resolution between economic entities in Armenia and to have a general overview on the 

patterns of those mechanisms.17 Moreover, the conducted activities should address the 

hypothesis advanced by the authors according to which economic disputes in Armenia are 

mostly resolved through informal mechanisms by applying the rules of informal “games”. 

The summary description of our findings is presented below. It is also worth noting that the 

situation in Yerevan and regions differs significantly due to different business traditions and 

other specifics.  

 

17 Lack of financial resources did not allow to conduct detailed survey (among relevant amount of businesses 
which can be considered as representative) based on general questionnaire (can be found in appendices), that is 
why many relevant activities have been conducted (based on general questionnaire but with small amount of 
businesses, and simplified version of questionnaire but with sufficient number of responders) to prove reliability 
of obtained information on given issue.   
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2.1 FINDINGS OF THE FIRST FOCUS GROUP DISCUSSION WITH 

EXPERTS 

 

A focus group meeting with relevant experts has been conducted aimed at obtaining 

expert opinion on the subject matter which would enable to have clearer overview of the 

situation in the given field in Armenia. The discussion was also important in terms of the Law 

of Armenia on Commercial Arbitration adopted in 2006 and entered into force in 2007. A 

special questionnaire was prepared for the meeting in the scope of which the key discussions 

were held. Findings of the focus group discussion are presented below. 

Business relations between economic entities are mainly regulated through formal 

contracts. The second widespread mechanism is the regulation of relations through invoices 

or other documents. However, start-up of business relations is established during verbal 

discussion for terms of transaction. As regards the types of contracts sales and purchase 

contracts are widely applied in the business reality. Lease, loan and pledge contracts also 

occupy a large position.  

The regulation of “supplier-consumer” interrelations emanates from bilateral interests. 

Thus, suppliers prefer making delivery after consumers have paid by installments or the 

whole sum. Consumers in their turn prefer paying after delivery of the product/service. Here it 

is obvious that in case of large transactions the letter of credit is applied. The opinion of 

experts was extremely different particularly on the issue of interdependence of “supplier-

consumer”, the dependence was particularly considered significant and meantime 

insignificant. However, the experts did not doubt that business relations in “supplier-

consumer” interrelations are strong. Moreover, years of cooperation create an air of 

confidence which is mainly used to regulate and supervise verbal arrangements although in 

some cases businessmen are obliged to rely on persons of “reputation” in the society. The 
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interdependence of “supplier-consumer” also results in the fact that if the consumer/supplier 

of the operating organization suspends its activities it will not be easy to find a new partner 

and this will require 30-60 days. Strong and valuable business relations are proved by the fact 

that businessmen are prepared to suffer losses for the resolution of issues arisen with 

“consumer-supplier” prior to the recourse to legal or other mechanisms and size of the loss 

varies within the range of 500-1000 AMD.       

Representatives of the business world in Armenia do not generally desire to accede to 

business unions since they will not be definitely able to protect the interests thereof.    

The experts share the same opinion that in Armenia organizations have economic 

disputes with suppliers or with consumers if they fail to implement or they violate the 

arrangements. Moreover, disputes occur both when economic entities conclude a contract and 

for those transactions for which they have reached a verbal arrangement. The violation of 

terms and quality requirements are considered as a main reason for disputes. One of the most 

applied mechanisms for dispute resolution between parties is negotiations and later if they 

don’t bring in any result the parties either go to court or rely on persons of “reputation” in the 

society.         

The key reason to go to court for disputes resolution is that entities may reach to a 

desired result through the court, the second reason is that the contracts stipule the term to 

resolve the disputes through judicial procedure and finally entities are not informed of 

alternative mechanisms to defend their disputes. One of the main reasons that the entities do 

not desire to resolve their disputes through judicial procedure is that there is a lack of 

confidence in the judicial system and high informal costs to reach to a desired result. One of 

the important reasons to rely on out-of-court dispute resolution is the opportunity to reach 

mutual agreement between parties whereby and if the decision on the dispute resolution is not 

compulsory for the parties they may ignore it.        
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In the assessment of judicial system the experts came to the following conclusion: 

participants were not that satisfied with the duration of the judicial process whereas in respect 

of judicial costs participants were not satisfied at all. As regards the management of judicial 

process, the competence of the judge and of the advocate they are to some extent satisfied 

which denotes that they are not that satisfied. With regard to impartiality of the 

verdict/decision they are not satisfied at all.        

Imperfection of the judicial system and insufficient level of development of alternative 

dispute resolution mechanisms result in a situation when the organizations may refuse the 

transaction since it is impossible to provide such mechanisms which would enable to control 

and if necessary to impose enforcement measures in case of incompliance or improper 

compliance. The reason to refuse the transaction can be the fact that the potential 

“consumer/supplier” have not inspired confidence to enter into transaction with him and there 

exist no objective guarantees for the conduct of the transaction.    

 The expert opinion on the period between the preparation of the statement of claim 

and court decision in the course of going to court has the following picture: preparation of the 

statement of claim and collection of documents will require at least 7 days,  it will be required 

3-7 days on average and maximum 7 days to file the statement of claim and accept the case 

into proceeding (for the commencement of the process), the period between accepting the 

case into proceeding up to the first judicial sitting is 30-60 days, 40 days more on average, the 

period between the first judicial sitting up to the court verdict and the period between the 

court decision up to the execution of decision is 30-60 days each. In general, the last 3 actions 

should not exceed 160 days. As regards the size of the disputable sum it generally varies in 

the range of 1-10 million AMD but the other opinion is that the sum exceeds the mentioned 

range since only the sum of such an amount makes reasonable to recourse to court.  
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During the judicial process economic entities officially spend about 500-1000 AMD 

for the lawyers’ service, the costs of expertise is about 150 000 AMD whereas other costs 

amount up to 500 000 AMD. Informal costs are added to the incurred expenses the size of 

which is within the range of 10-13% of the required sum. 

 The costly judicial process generally does not influence the well-being of consumers 

since organizations do not increase the product or the service price with the view to refunding 

judicial costs.   

 In the opinion of experts as compared to judicial process it is required either 15-30 or 

30-90 days on average (mainly it varies among 30 days) for the resolution of disputes by 

informal mechanisms. The parties refund the judicial costs by two options: either providing 

mutual service or paying interests from the disputable sum. The volume of the interests may 

amount to 8% of the disputable sum on average.  

In Armenia in the coming 5-10 years no significant changes will be noticed in the 

resolution of conflicts arisen in “business to business” relations and arbitration system can not 

replace existing formal and informal systems. As previously, disputes will be resolved 

through negotiations but lawyers and economists are likely to be involved therein. The 

mediation institution is likely to be developed. As previously, persons of “reputation” in the 

society will have a big role. The role of judicial system is likely to increase in economic 

disputes resolution if confidence towards the judicial system increase among businessmen.  

 
 
2.2 FINDINGS OF THE SECOND FOCUS GROUP DISCUSSION WITH 

BUSINESSMEN 

 
The second focus group devoted to the problems of dispute resolution in business to 

business relations has been organized with businessmen.  
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One of the peculiarities of the discussion was that although the direction of issues 

required generalized approaches to phenomena, however, businessmen presented their own 

experience on the subject matter. The below-mentioned reflects the conclusions drawn as a 

result of the discussion.    

In the opinion of the focus group participants, formal business relations in Armenia are 

mainly regulated through written contracts and invoices or other documents, whereas informal 

business relations through verbal arrangement. Moreover, contract relations largely regulate 

sales and purchase, supply and service transactions. Insurance contracts increasingly become 

more compulsory for the conduct of different transactions. In terms of transaction costs and 

terms of supply “supplier-consumer” interrelations are mainly regulated through three 

methods: i.e. based on relations the payment is made either immediately following the 

delivery or by installments or in advance. Payments through banks gradually become more 

common. The participants of the focus group did not have the same opinion on the degree of 

concentration of “supplier-consumer” interrelations. During the meeting the participants 

expressed extremely different opinions. Some of them found that the interdependence of 

“supplier-consumer” was insignificant, whereas the others found that the interdependence was 

significant. On the contrary, it is obvious that business relations among economic entities are 

strong in Armenia which in its turn creates an air of confidence. The latter has a logical link 

and underlies in the basis of enforcement of verbal arrangements. The businessmen also 

expressed their opinions on the issue relating to the suspension of the key 

“consumer”/”supplier” activities of the organization operating in Armenia. All participants 

shared the same opinion that in the given case to find a new partner was not that easy and it 

will require 7-30 days. However, it is more difficult to find new consumers than a new 

supplier. Strong business relations have an influence on the willingness of businessmen to 

suffer losses during the resolution of issues relating to “consumer”/”supplier” prior to 
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recourse to legal or other methods and the size of that loss varies in the range of 5 million 

AMD.    

Unlike the experts the majority of businessmen considered that Armenian organizations 

definitely desired to accede to business unions the key objective thereof was to establish 

relations between businessmen. But all participants find that currently business unions are not 

able to protect the interests of the involved organizations although this trend gradually 

becomes more obvious.   

Businessmen were unanimous and found that Armenian organizations had economic 

disputes with suppliers or with consumers if they fail to implement or they violate the 

arrangements. Disputes occur both when economic entities conclude a contract and when they 

have reached a verbal arrangement. Reasons which result in disputes are mainly the violation 

of terms and nonpayment. Disputes are resolved through out-of-court system. Participants 

think that disputes are mainly resolved through negotiations and mediation. But even if the 

disputes are resolved through judicial system one of its main reasons is that parties have 

concluded a contract which stipulates that disputes are resolved through judicial procedure 

especially when there is foreign participation in the capital of the company. As a main reason 

it was mentioned that the judicial system in this case is a final method to regulate issues since 

all other methods have not ensured the desired result. Since there is a lack of confidence over 

judicial system and it is time-consuming and expensive businessmen has to evade dispute 

resolution through the judicial system. Another interesting comment as well. One of the 

reasons businessmen do not go to court is that it harms their reputation which is, in fact, 

widely spread phenomenon in business reality of Armenia. One of the key advantages to 

benefit from out-of-court dispute resolution system is that it is less time-consuming and the 

mentioned out-of-court dispute resolution mechanisms enable the parties to reach an 

agreement.      
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While assessing the efficiency of judicial system participants are not satisfied by the 

duration of the judicial process at all, they are not that satisfied in terms of judicial costs, they 

are not satisfied with the management of judicial process and the competence of the judge at 

all, whereas they are to some extent satisfied with the impartiality of the verdict/decision. 

Other opinions were also expressed such as the judicial process is not well organized but 

courts are fair or the main issues are rather related to the fact that the judicial process is 

expensive or there are problems related to the management of the judicial process and the 

competence of the judge but not to impartiality of the verdict.      

 In the opinion of the businessmen there existed cases in Armenia when organizations 

refused the transaction since it was impossible to provide such mechanisms which would 

enable to control and if necessary to impose enforcement measures if that transaction was 

failed to be conducted or was conducted in an incomplete manner. The core reason to refuse 

the transaction is that the potential “consumer/supplier” have not inspired confidence to enter 

into transaction with him.   

 The participants arrived at the conclusion on the duration of the judicial process that 

the preparation of the statement of claim and collection of documents for going to court will 

require 7 days, 7 days will be required on average to file the statement of claim and accept the 

case into proceeding (for the commencement of the process), the period between accepting 

the case into proceeding up to the first judicial sitting is up to 30-60 days, the period between 

the court verdict up to the execution thereof is 30-60 days and more for each. The duration of 

the stages of judicial process as a single process is 6 months up to 1 year on average. 

Opinions expressed on the “size” of court action are focused on the fact that the amount of the 

court action is 5-10 million AMD.   

 The expenditures of the organization related to the judicial process are as follows: 

costs for lawyer’s service amount to about 500-1000 AMD (i.e. 10% of the average claim 
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amount), costs for expertise are about 100 -200 000 AMD, whereas other costs amount up to 

500 000 AMD. Apart from it organizations are obliged to cover other informal costs the size 

of which amount to 10-20% of the claim amount.     

 The financial “burden” of organizations arisen as a result of protecting their interests 

in the court organizations do not refund it by increasing the prices of their products and 

services.      

 As a proof of the statement made by them on the fact that out-of-court mechanisms are 

less time-consuming the participants had the same opinion that it was required 15-30 days on 

average to resolve disputes by informal mechanisms. Moreover, that process results in costs 

relating to the delivery of mutual services or to the payment of cash in the amount of 5-10% 

of the disputable sum.    

 In the coming 5-10 years the disputes will be resolved through negotiations and in 

regard to the institute of mediation it will not be developed during that period due to the lack 

of confidence toward each other. 

 
 
2.3 FINDINGS OF INTERNET SURVEY 
 

The relevant questionnaire for internet poll has been uploaded in the websites of about 

20 organizations operating in Armenia. 60 persons18 participated in the poll. Their responses 

are analyzed below.  

According to about 93.3% of the respondents businesses in Armenia have economic 

disputes with suppliers or consumers. 56.7% thinks that occurred disputes are resolved by 

mediators, relatives, as well as persons of “reputation” in the society, whereas 33.3% finds 

that disputes are mainly resolved through negotiations between two parties. 10% are inclined 

to dispute resolution through court and arbitration (accordingly 5% for each). Taking into 

18 21 (35%) of which have dealt with the subject matter, 38 (63.3%) presented their assumptions (1 person did 
not answer). 
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account the abovementioned it becomes obvious that economic entities prefer informal 

dispute resolution institution.       

According to the respondents one of the reasons that parties having economic disputes 

do not apply to court is the size of informal payments necessary to achieve desired result in 

the court (41.7%). Second important reasons is that the judicial process is time-consuming 

(33.3%), the third reasons is the fact that costs associated with judicial process are generally 

higher than the “disputable” amount. Finally, 6.7% of respondents thinks that disputes are not 

settled through court, since judicial process is costly. Recorded figures prove rather low 

reputation of judicial system in the business world, which conditions predominance of 

informal dispute resolution institution.       

According to 41.7% of respondents businesses prefer to settle disputes though 

negotiations and mediation, since in this case parties can find a mutually beneficial dispute 

resolution mechanism. In this regard 20% of respondents considers that the abovementioned 

mechanisms are less costly. 16.7% finds that a mediator can be more impartial and 

independent, whereas 15% indicates that negotiations and mediation is less costly. 6.7% of 

respondents mentions that businesses prefer negotiations and mediation, since the decision on 

dispute resolution is not binding.  The above mentioned statements prove that alternative 

dispute resolution mechanisms are more flexible and more efficient with its privileges in 

comparison with judicial system.  

The overwhelming majority of the respondents (85%) finds that there have been cases 

when businesses refuse transactions since it has been impossible to ensure such mechanisms 

which would allow to control and, if necessary, to impose enforcement measures in case of 

non-compliance or improper compliance by other parties. This gives rise to some concerns, 

since each transaction implies economic output, which can significantly impact on the 

economic development.   

 35 



Responses on costs associated with out-of-court dispute resolution mechanism are 

distributed in the following way: 60% considers that costs are in the form of cash as an 

interest from the disputable amount, moreover 18.3% from them thinks that this percentage 

ranges from 10-20%. According to 36.7% of the respondents provision of mutual services is a 

way to reimburse expenses for dispute resolution by out-of-court mechanism. In this regard 

8% and 6% of the respondents accordingly have given their preference to the supply of 

products and some interest from the profit.    

To the question how participants see economic dispute resolution possibilities in 

future (during upcoming 5-10 years), 33.3% finds that disputes will be settled by negotiations, 

20% - by persons of “reputation” in the society, 18.3% - through mediators, 13.3% - through 

arbitration courts, 8.3% sees courts as a possible dispute resolution mechanism, and finally 

6.7% - through relatives and acquaintances.  

In conclusion it is worth mentioning that according to the finding of the poll disputes in 

Armenia are settled by out-of-court mechanisms and in upcoming 5-10 years the judicial 

system will also be left out as a possible economic dispute settlement mechanism. 

 
 
2.4 FINDINGS OF PHONE SURVEY 
 

2.4.1 Main Questionnaire 

The findings of the survey revealed that around 47.8% of the companies had economic 

disputes with their partners. It is interesting to note that the majority of companies with more 

than 101 employees had disputes (55.6%). These are followed by companies with up to 5 and 

with 6-15 employees, the share of which in the total businesses that have had disputes is 

respectively 51.5% and 47.3%. By sectors, the biggest number of disputes was revealed in 
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businesses of the construction sector (53.8% of businesses), services (50.3%), and 

manufacturing (49.1%). 

The findings on the methods of dispute resolution are presented in Table 1. 

Table 2.1. Methods of dispute resolution  
Methods of dispute 

resolution Number of businesses % in the total  

Lawsuit  35 21.1 
Negotiations  141 84.919 
Acquaintances/relatives, 
“reputable” persons in 
the society  

45 27.1 

Arbitration court  4 2.4 
Own resources  1 0.6 

  

Based on the data of Table 1, it can be stated that “business-business” disputes are mainly 

resolved through negotiations. The second most common method is the resolution of disputes 

through relatives/acquaintances, and individuals enjoying a high reputation in the society. The 

lawsuits are only in the third place, while only 2.4% of the businesses tried to resolve their 

issues through arbitration courts.  

Businesses that favor resolution of disputes through the judicial system are mainly from the 

construction sector (42.9% of companies), manufacturing (22.2%) and services (22.2%). If 

analyzed by the number of employees, large companies with more than 101 employees prefer 

solving their disputes in courts (60%). Interestingly, none of the six businesses with 51-100 

employees that had disputes applied to the courts.  

Disputes are resolved through negotiations mainly in the businesses operating in the sphere of 

commerce (95% of the businesses in this sector), in 85.2% of manufacturing companies, and 

82.2% of companies in the sector of services. Negotiations are more beneficial for companies 

with more than 101 employees (48.2%) and businesses with up to five employees (42.3%).  

19 10.2% of the respondent businesses tried to resolve their disputes both in courts and through negotiations, 
whereas 5% of the respondents also reckoned on relatives/acquaintances and persons with a special reputation in 
the society.  
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The method of resolving disputes with the help of acquaintances/relatives and reputable 

persons in the society are preferred mainly by businesses in commerce (32.5%), followed by 

businesses in services (25.6%) and manufacturing (22.2%). By the number of employees, 

businesses with employees of 51-100 (33.3%) and small businesses with up to five employees 

can be singled out in terms of the use of this method.  

The reasons behind the businesses reluctance to turn to courts for the resolution of disputes 

are presented Table 2.20 

Table 2.2  The reasons behind not applying to the court  

Reasons Number of 
businesses  

% in the 
total 

The suit is costly 48 33.8 
The suit is time-consuming 58 40.8 
The sum to be claimed is small 
compared to the expenses to be 
incurred during the suit  

25 17.1 

The non-formal payments for 
achieving the desirable results are 
quite high  

8 5.6 

There was no need, agreement was 
reached   50 35.2 

The judicial system is not just  12 8.4 
Did not have a highly qualified 
lawyer  1 0.7 

Avoid the suit process  2 1.43 
 

It is clear that the main reason behind not taking disputes to courts is that the process is time- 

and cost-consuming. It is remarkable that 35.2% of the businesses did not go to court as they 

reconciled and came to agreement in relation to problematic issues. In other words, before 

going to courts the businesses first try to regulate their disputes with other methods, mainly 

negotiations. In this regard, it is noteworthy that the higher the number of employees, the less 

time-consuming is the lawsuit for the company. This leads to the assumption that big business 

uses its opportunities to speed up the suit processes. In addition, businesses with a large 

20 The respondents gave several responses at the same time. 
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number of employees (i.e. big businesses) try to resolve their disputes before initiating a 

lawsuit.  

The reasons behind favoring alternative methods of dispute resolution are presented in Table 

3.  

Table 2.3 The reasons for resolving disputes with extrajudicial methods  

The reasons for applying 
alternative methods of dispute 

resolution  

Number of 
businesses 

 

% in the 
total  

They are less costly  43 30.1 
They are less time-consuming  56 39.2 
They allow the parties to reach a 
mutually beneficial agreement  86 60.1 

The decision is not binding for the 
parties and it can be neglected  4 2.8 

In this case it is possible to find an 
intermediary whom all parties trust  21 14.7 

In this case the intermediary is 
more unbiased and just  9 6.3 

These methods are effective  4 2.8 
 

The responses of the survey participants indicate that the main reason of reckoning on 

alternative methods of dispute resolution is the possibility of arriving at a mutually beneficial 

agreement. This is quite natural if we take into consideration the problems related to the 

judicial system and the fact that the resolution of disputes through the courts implies breaking 

relations with the partners. This latter reasoning is more peculiar to large businesses as 

severance of business relations can be financially graver for them rather than for small 

businesses.  

Responses on the costs associated with the application of alternative methods are presented 

below (Table 4). 

Table 2.4 The reasons for resolving disputes with extrajudicial methods  

The costs associated with the 
application of alternative 

methods of dispute resolution  

Number of 
businesses  

% in the 
total  

Mutual services  51 35.4 
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Product supply (at a discount or free 
of charge) 32 22.2 

Interest from the profit  4 2.8 
Cash 12 8.3 
Other 44 30.5 

 

As a matter of fact, the provision of mutual services is the most common way for reimbursing 

the costs of alternative methods of dispute resolution, which in fact, appears to be the “more” 

effective option in terms of time and costs.    

The imperfection of the judicial system, together with the underdevelopment of the system of 

dispute resolution through alternative methods have resulted in a situation when businesses 

have to turn down their deals because there are no mechanisms that would allow to control or, 

if needed, apply enforcement measures in the event the deal is not executed properly or is not 

executed at all. 29.7% of the survey participants stated that they had to give up their deals, 

wherein these cases were more common in the sectors of construction (30.8%), services 

(30.7%), and manufacturing (29.1%). If analyzed by the number of employees, mainly 

businesses with 6-15 employees (35.7%) reject deals.  

Responses to the question on how the participants of the survey will solve their economic 

disputes in the future are presented in Table 5.  

 

Table 2.5 Methods of dispute resolution in the future  

Methods of resolving 
disputes in the future  

Number of 
companies 
businesses  

% in the 
total 

Judiciary system  159 45.8 
Negotiations  282 81.3 
Intermediaries 93 23.9 
Acquaintances/relatives 21 6.0 
“Reputable” persons in 
the society  8 2.3 

Arbitration court  30 8.6 
Own resources  4 1.1 
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The findings show that in the selection of dispute resolution methods for the future, the 

predominant majority of the respondents are in favor of negotiations as a method of dispute 

resolution. Mainly large businesses prefer to resolve their disputes through the judicial system 

in the future, while medium and small-size businesses prefer negotiations. In this regard, it is 

noteworthy that those businesses, which resolved their issues through the court or 

negotiations, will continue reckoning on the same method in future too (93%). Nevertheless, 

60% of the businesses which currently try to solve their  disputes through the courts, would 

also like to resolve them through negotiations, while only 44% of those which resolve their 

disputes through negotiations would “entrust” resolution of their issues to the judicial system.  

The findings of the survey indicate that in Armenia economic disputes are resolved mainly in 

the non-formal field and using the non-formal rules of the game.  

 
2.4.2 The general description of the survey sampling 
  

The breakdown of the businesses surveyed by sectors is presented below.  
                                                                                 Table 2.6 The businesses by sectors of the 

economy  

Sector  Number of businesses  % in the total  
Manufacturing  55 15.8 
Agriculture  1 0.3 
Construction  13 3.8 
Services  179 51.6 
Trade, Commerce  97 27.9 
Not specified  2 0.6 

 

As Table 6 reveals, nearly more than half of the businesses are in the field of services.  

The breakdown of businesses by the number of employees is the following.  

Table2. 7 The businesses by the number of employees  

Number of employees  Number of 
businesses  % in the total  

Up to 5 97 27.9 
6-15 129 37.2 
16-25 36 10.4 
26-50 29 8.4 
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51-100 18 5.2 
More than 100  27 7.8 
(Not specified ) 11 3.2 

 

Almost 84% of the businesses are of tiny, small and medium size.  

As for the distribution of the respondents (representatives of the businesses) by their level of 

education and the positions held, the picture is as follows (Table 8). 

Table 2.8 The breakdown of the positions of the respondents by their education  

Position of the 
respondent Secondary Vocational/ 

college 
Incomplete 

higher Higher  Higher-
postgraduate 

Director  1.4% 0.9% 1.0% 68.8% 27.9% 
Head of a unit 7.4% 3.7% - 59.3% 29.6% 
Assistant to the 
director  - - - 75.0% 25.0% 
Deputy director  8.2% - 2.0% 61.2% 28.6% 
Lawyer - - - 25.0% 75.0% 
Accountant 5.9% - - 88.3% 5.9% 
Other - 16.7% - 83.3% - 
(Not specified ) - 100.0% - - - 

 

According to the table, the overwhelming majority of the respondents have higher education, 

and, furthermore, 75% of the surveyed lawyers have postgraduate education.  

 
 
2.5 FINDINGS OF THE SURVEY CONDUCTED AMONG MEMBERS OF 

THE UNION OF MANUFACTURERS AND BUSINESSMEN OF ARMENIA 

 
 

The key findings of the survey obtained from 30 enterprises participated in the survey 

are presented below.     

 The majority of the survey respondents (86.7%) mentioned that their relations with 

partners are regulated by written contracts. 51% mentioned invoices as a method for 

regulation of relations and in overall 23% mentioned verbal arrangements as a preferable 

mechanism for regulation of relations. It is noteworthy that 46.7% of the respondents have 
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deployed both written contracts and invoices whereas 13.3% - all the aforementioned three 

methods.      

Written contracts concluded with partners are mainly sales and purchase contracts 

(70%), which are followed by service contracts (56.7%), transportation and leasing contracts 

occupy the third place. As regards the transactions concluded under “supply-consumer” 

relations, the associated payments are mainly made through the banking system (56.7%), 

moreover, payments are made by installments based on the implementation stages of the 

transaction.     

The companies participated in the survey mainly have 5 and more than 15 suppliers, 

moreover, share of a large supplier in the prime cost of the “consumer” partner varies in the 

range of 10-50%. Suppliers, in their turn, have more than 15 consumers and almost 50% of 

the supply volumes fall on the large consumer. Generally, the aforementioned analysis 

enables to conclude that the level of interdependence in “supplier-consumer” relations is 

relatively high. In terms of business relations it should be noted that they are strong which 

proves the fact that 43.3% of respondents have mentioned that they are in business relations 

with their partners more than 5 years.   

In terms of interdependence, 90% of the respondents believe that it will not be easy to 

find a new partner in case the main partner terminates its activities. It will take from 1 month 

up to 1 year and the “value” thereof for the businesses will amount to 0.5-10 million AMD. 

10% of respondents mentioned that the termination of activities by the main partner would 

cause serious problems. Strong business relations are proved by the fact that about 70% of the 

businessmen participated in the survey is ready to suffer losses worth 0.5-5 million AMD 

prior to recourse to the dispute settlement through court.    

53.3% of businessmen mentioned that business unions would be able to protect the 

rights of their member organizations.   
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The survey results showed that 60% of participants had economic disputes with their 

partners, 72.2% of which concluded written contract. The key reasons for economic disputes 

have been the breach of defined terms (46.7%), failure to pay the transaction costs (33.3%) 

and failure to meet quality requirements (26.7%). It is noteworthy that 5.3% of the businesses 

settled the disputes through negotiations, whereas 26.7% of the respondents relied on courts.   

According to 75% of respondents the main reasons of applying to court is explained 

by the clause on legal enforcement stipulated in the contract. 37.5% of economic entities 

mentioned the efficiency of the judicial process as a main precondition for going to court. 

And the rest of businessmen, who have settled their disputes through out-of-court 

mechanisms, mentions that they preferred out-of-court dispute resolution mechanisms, since 

the judicial process is time-consuming (27.3%).  

The majority of businesses (41%) that settled their disputes through out-of-court 

mechanisms mentioned that those mechanisms enabled the parties to achieve mutually 

beneficial option.  

The businesses participated in the survey mentioned that there were cases, when 

46.7% of them refused the potential transactions since it was impossible to ensure such 

mechanisms which would allow controlling and, if necessary, to impose enforcement 

measures in case of non-compliance or improper compliance by other parties. Moreover, the 

main reason for refusing the transaction (71.4%) was the fact that the potential partners did 

not inspired confidence to enter into business relations with them. As a result of failure to 

conclude transactions, according to approximate estimates, the loss of the most businesses 

varies in the range of 3-10 million AMD and more than 10 million AMD.       

According to the responses of the businessmen, the preparation of the statement of 

claim and collection of documents while applying to court required in average more than 7 

days. The entry of the statement of claim into the court and accepting the case into proceeding 
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took 3 days. In average 30 days were required for the period between accepting the case into 

proceeding and the first judicial sitting. 30-60 days – from the first judicial sitting to the 

decision making.   

30-60 days was required from the first judicial sitting up to making a decision. The 

businessmen have mentioned that 7-60 days were required for the period between taking a 

decision and its execution.     

The average claim amount of businessmen applied to court accounted mainly up to 5 

million AMD and more than 10 million AMD. Costs for attorney’s services in the judicial 

process accounted in average 500,000 AMD, and the expertise costs – 100,000 AMD. 70% of 

respondents mentioned that the institute of informal payment is in place in the judicial system 

which varies within 5-20% of the disputable amount. The court decision not in favour of 

businesses caused losses worth 1-5 million and 10-50 million AMD. The businesses do not 

definitely refund their losses at the expense of consumers by increasing the price of rendered 

products and services.    

The effectiveness of alternative dispute resolution mechanisms are proved by the fact 

that disputes are resolved in average within 15-30 days, which is incomparable with the time-

consuming of the judicial process. The following costs occur in the enforcement of alternative 

dispute resolution mechanisms: provision of mutual services and supply of products (discount 

or free of charge).  

The majority of businesses (86.7%) showed strong reliance on the institution of negotiations 

in economic dispute settlement in the nearest future, 40% will prefer the judicial system, 

whereas 16.7% will trust arbitration system. 
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2.6 FINDINGS OF THE SURVEY CONDUCTED IN THE REGIONS 

(MARZES) OF THE REPUBLIC OF ARMENIA 

The survey was conducted in five regions of Armenia21, where 134 mainly small and 

medium sized businesses participated. The survey is valuable since similar surveys 

implemented within the framework of this project were mainly conducted in the city of 

Yerevan, where the business reality and, particularly, the specifics of dispute resolution may 

be different from the situation in the regions. Thus there is no general overview on dispute 

resolution. Though the respondents do not represent all the regions of the country, the 

obtained findings are sufficient for developing a general idea on the issues related to dispute 

resolution in regions (marzes).   

 The main results obtained during the analysis of information collected from 134 

companies participating in the survey are presented in the Table below. First the sample will 

be presented, followed by the analysis of distribution of companies included in the sample by 

main topics of the questionnaire.   

  

2.6.1 Sample analysis  

The distribution of companies participating in the survey by fields of activity:  

      Table2.9 Organizations by fields of activity   

                                                                                       
Field of activity  

Number of 
organizations 

% in the 
total  

Industry  18 13,4 
Agriculture  7 5.2 
Construction 6 4.5 
Services  42 31,3 
Trade  49 36.6 
Other  12 9 

 

21 The survey included the organizations operating in the marzes of Syunik (Goris, Sisian), Tavush (Berd, 
Ijevan), Gegharqunik (Gavar, Vardenis, Tchambarak), Armavir (Armavir, Edjmiatsin) and Kotayk (Abovyan).   
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The figures in the Table prove that the majority of organizations operate in the 

services and supply sectors.  

By number of employees the organizations have the following structure:               

          Table2.10 Organizations by the number of employees   

                                                       

Number of employees  Number of 
organizations  

% in the 
total  

Up to 5 93 69.4 
6-10 15 11.2 
11-50 21 15.7 
51-100 3 2.2 
More than 101 2 1.5 

  

The Table above proves that nearly 81% of organizations are extra-small and small 

enterprises.  

As to the survey the distribution of participating organizations by turnover volumes 

the picture is as follows:        

                                                                                                         Table 2.11 Organizations by 
turnover 

                                                              
Turnover value 
(million AMD) 

Number of 
companies  

% in the 
total  

Up to 1 44 32.8 
1-10 55 41.1 
10-100 26 19.4 
100-1000 7 5.2 
1000-5000 1 0.8 
More than 5000 - - 
Not specified 1 0.8 

 

According to the Table above the turnover of the overwhelming majority of 

respondents (74%) did not surpass the 10 million AMD thresholds, which is reasonably 

explained by their extra-small and small sizes.   
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2.6.2 Main questionnaire  
The answers of respondents on the specifics of regulation of relations with their 

partners are presented in the Table below:  

Table2. 12 The mechanisms of regulation of relations with partners 

               
Mechanisms of 

regulation of relations  Number of organizations  % in the 
total  

Written contracts 52 38.8 
Invoice  54 40.3 
Verbal arrangement   80 59.7 
Rules on retail trade  37 27.6 

 

As we can see the considerable proportion of organizations participating in the survey 

prefers verbal arrangements for regulation of their relations with partners which draws to the 

conclusion that the respondents prefer rather an  informal mechanisms for regulation of 

business relations (despite the fact that nearly 19% of companies applies both written 

contracts and verbal arrangements). The most common type of written contracts is a sales 

contract.  

In regard to payment terms of transactions in “supplier-consumer” interrelations the 

majority of companies (69.4%) prefers to make payments immediately following the supply. 

The 47.8% of respondents make installments and only 21% of companies use banking system. 

It is notable that neither of the companies apples letter of credit tool which, in our opinion, is 

reasonable explained by small size of business and insufficient level of business culture in 

that field.  

More than half (51.5%) of “consumer” companies has indicated that number of their 

supplying partners varies within the range from 1 to 5, whereas the share of the largest 

suppliers in the prime cost of goods and services amounts to 10-20%. Approximately 39% of 

“supplier” companies deliver its products and services to more than 15 “consumer” 

companies, whereas 35.1% of them is engaged in the retail trade network. Here also the 

volume of goods and services provided to the main consumer varies within the range of 10-
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20% given the fact that more than one third of companies is engaged in retail trade. The 

mentioned figures imply that the level of interdependence in “supplier-consumer” 

interrelations of companies is on the medium level. Strong business relations are proved by 

the fact that duration of relations with the main partners of the most companies is more than 

five years.   

Low level of interdependence is underlined by the fact that it will be easy for 47% of 

respondents to find new partners if the main partner terminates its activity, whereas in average 

about a month will be required for the rest of other companies (47%) to find a new partner, 

which will “cost” up to 500 thousand AMD for the latters (68%). Only 6% of companies 

mentioned that there will be serious problems, whereas two companies will terminate their 

operation (which operated in the field of industry). The most companies (nearly 80%) 

mentioned that they are ready to suffer losses worth 500 thousand AMD prior to undertaking 

relevant measures to protect their rights, in cases of incompliance of the partner. If we 

consider that the majority of companies represents extra-small and small enterprises, we can 

assume that they evaluate the business relations developed with their partners.  

The level of involvement of companies in business unions is considerably low: 44% of 

them is not even aware of the functioning business unions.  And approximately 56% of 

companies involved in various business unions consider that business unions are incapable of 

effectively protecting the rights of their members.   

62.7% of respondents has economic disputes with their partners with 13.4% of which 

they have a written contract. The main reason for the emergence of disputes was the violation 

of contract terms (nearly 40%). The answers of respondents to the disputes resolution 

mechanisms are presented in the below mentioned Table.  
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   Table 2.13 Dispute resolution mechanisms 

         
 Dispute 

resolution mechanisms  
Number of organizations % in the 

total 

Judicial system 12 9 
Negotiations 55 4122 
Mediators  19 14.2 
Relatives   12 9 
Persons of “reputation” 
in the society  4 3 

Voluntary  39 29.1 
Not settled  4 3 

  

Based on the data in the Table it can be stated that the disputes in “business-to-

business” relations are mainly settled through negotiations. It is worth mentioning that the 

second widespread mechanism is the voluntary dispute resolution mechanism, which is 

probably due to local specifics of business reality. The dispute resolution through mediators is 

the second by its spread, whereas the judicial system takes just the fourth position.  

One of the main reasons for dispute resolution by judicial system is explained by the 

fact that this system enables to ensure desired results as well as similar provision was 

mentioned in contracts signed between parties. Thus it can be implied that companies had to 

either formally rely on the judicial system, or the informal rules of game in the judicial system 

were attractive for respondents.  

 The statistics on the responses of participants in the survey on the reasons for not 

relying on dispute resolution through court is presented in Table below.23 

     Table 2.14 Reasons for not going to court 

        
 Reasons for not 
going to court 

Number of 
companies  

% in the 
total  

The judicial system is 
costly  38 31,1 

The judicial system is 
time-consuming  36 29.5 

The required “amount” 
is small as compared to 36 29.5 

22 5.2% of respondents settled the aroused disputes through judicial system as well as through negotiations.  
23 Respondents gave several answers at the same time.  
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the expenses of the 
judicial system  
Informal payments are 
considerably high for 
achieving a “desired” 
result  

11 9 

Other 10 8.2 
 

The figures in the Table prove that one of the reasons for not going to court is that the 

judicial system is time-consuming and costly. It is worth mentioning that the small size of 

business also contributes to the out-of-court dispute settlement, since the required “amount” is 

in most cases less than judicial costs.  

The reasons for giving preference to the alternative dispute resolution mechanisms are 

presented in the Table below.  

 Table 2.15 Reasons for out-of-court dispute resolution                       

Reasons for recourse 
to the alternative 
dispute settlement 

mechanisms  

Number of 
companies  

% in the 
total  

They are less costly  50 41 
They are less time- 
consuming  46 37.7 

They enable the parties 
to come to a mutually 
beneficial agreement  

30 24.6 

The decision is not 
compulsory for parties 
and it may be neglected   

8 6.5 

Parties may find a 
mediator whom they all 
trust  

5 4.1 

The mediator is much 
more fair and objective  1 6,3 

Other  4 3.3 
 

The responses of the survey participants show that the main reason for applying 

alternative dispute resolution mechanism is that they are less costly and time-consuming as 

well as it is possible to find a mutually beneficial option for the parties.  

Evaluations of the companies - which have resolved disputes through court - on 

judicial system is as follows: 60-80% of respondents are generally satisfied by the duration of 
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judicial process, by the management of judicial process, competence of a judge and lawyer 

and fairness of decisions, though are not satisfied with the cost intensiveness of the judicial 

process.   

Nearly half of companies mentioned that they had to refuse certain transactions since 

in case of violations relating to them it would be impossible to rectify them by enforcement or 

other mechanisms due to the lack of relevant mechanisms. Moreover, in this case, the “lost” 

profit of the majority of companies (84.5%) amounts to 500 thousand AMD.   

The companies, which have protected their rights through judicial system from 2003 

to 2006 applied to court about four times. Moreover, the process of preparation of the 

statement of claim and the collection of documents takes in average 16 days. The entry of 

statement of claim into the court and starting the proceeding required 10 days. Following that 

in average 40 days was required before the first sitting, and companies waited for about 42 

days for decisions to be taken. In average 30 days was required from the day of making a 

decision till the enforcement thereof. It can be implied that in general duration of the judicial 

process in average is about 138 days. The average “disputable” amount varies from 0.4 to 1.3 

million AMD. Material expenses of companies during the judicial processes are as follows: 

the expenses of a representative, lawyer in average amounted to 500 thousand AMD, 

expertise expenses in average were 100-120 thousand AMD and fines and penalties in 

average accounted for 600-620 thousand AMD. Summarizing the abovementioned figures we 

can imply that the material expenses in judicial processes amount to 1.2-1.24 million AMD. 

29.1% of respondents (53.7% did not answer this question) consider that there are informal 

payments in the judicial system, the amount of which in average makes 10-15% of the 

required amount. As it can be seen the judicial system is not only time-consuming but it is 

also economically non justified for companies, since formal material expenses exceed the 

required amount and if we take into account that there may also be informal payments and if 
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the court decision is not in favour of the company it bears additional losses within the range 

of 1-5 million AMD. It may be inferred here that the judicial system is inefficient.   

The duration of out-of-court dispute resolution in average is 40-60 days. And the 

responses of participants on the expenses relating thereto are as follows:  

Table 2.16 Reasons for the out-of-court dispute resolution                         

Expenses relating to 
the application of 

alternative dispute 
resolution  

mechanisms  

Number of 
companies 

% in the 
total  

Mutual provision of 
services 39 54.2 

Supply of goods 
(discount or free of 
charge) 

24 33.324 

Interests from income  2 2,8 
Cash  16 22.2 
Other 19 26.4 

 

The responses of the survey participants prove that the mutual provision of services 

and supply of goods at discount prices are the most widespread mechanisms to reimburse the 

expenses of alternative dispute resolution mechanisms.  

The question as to how the respondents would resolve economic disputes in future was 

answered by the survey participants in the following way:  

         Table2. 17 Mechanisms for further dispute settlement 

         
Further dispute 
resolution mechanisms   

Number of 
companies  

% in the 
total 

Judicial system  38 28.4 
Negotiations  114 85.1 
Mediators  40 29.5 
Relatives  28 20.9 
Persons of “reputation” 
in the society  10 7.5 

Arbitration court  11 8.2 
Other 4 1.1 

  

24 18% of respondents applied both the delivery of mutual services and provision of goods at sales prices.  
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 Logically the responses of the survey participants on the subject matter were 

exceedingly in favor of dispute resolution through negotiations. This fact together with the 

abovementioned analysis prove that extra-small and small businesses mainly rely on the out-

of-court dispute resolution system, thus, the necessity for its establishment and efficient 

operation becomes an urgent issue.  

 
2.7 OVERALL SUMMARY OF FINDINGS 
 
Below the summary of the findings of surveys and focus groups is presented.  

The findings of focus groups and surveys show that the business relations in Yerevan 

are mostly regulated by contracts (more than 80%) or other written documents, whereas the 

situation is different in regions: 60% of businesses outside Yerevan prefer to regulate their 

business relations through negotiations. However, there are businesses that use both written 

documents and verbal arrangements. Thus, it can be concluded that that business relations in 

Yerevan are mainly regulated by formal mechanisms, whereas in regions by informal 

mechanisms.    

The most common mechanisms for regulation of contractual relations between businesses in 

Armenia are sales contract (more than 70%), supply contract, service contract.  

“Supplier-consumer” relations in Yerevan show preferences for partial payments 

(about 60%) which can also be made through banks. This is mostly explained by the size of 

businesses in Yerevan, interdependent and strong businesses relations, as well as by higher 

level of business culture in Yerevan. 70% of the businesses in regions are inclined to make 

payments after supply, which can be explained by smaller businesses and lower level of 

interdependence. In turn, the business interdependence between businesses in Yerevan is 

proved by the share of payments to main suppliers in the total payments of consumers (which 

varies from 10-50%), and the share of supplies to main consumers in the total supplies of 
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suppliers (up to 50%), whereas in regions these indicators are lower: 10-20% both. It is worth 

mentioning that it will not be so easy for companies in Yerevan (about 90%) to find a new 

partner, if the main consumer or supplier terminates its activity, whereas for 47% of 

businesses in regions this is not considered to be a major problem. 

An indication of strong and interdependent business relations can be the fact that in case of 

non-compliance by partners the majority of companies (70-80%) are ready to suffer losses 

worth 0.5-5 million AMD prior to recourse to judicial or other legal dispute resolution 

mechanisms. Thus it can be stated that the level of interdependence in “supplier-client” 

relations is high in Yerevan, whereas it is on medium level in regions. Business relations 

between entities are significantly strong both in Yerevan and regions.           

The capacities of business unions to protect the rights of businesses are not sufficient; 

moreover, a vast majority of businesses in regions (44%) are not even aware of such business 

unions.  

The survey findings clearly shows that 50-60% of companies in the Armenian business reality 

have economic disputes with their counterparts both under written contracts and verbal 

arrangements. Logically, in Yerevan businesses have economic disputes with those economic 

entities with whom the relations are regulated by formal arrangements, whereas in regions by 

informal arrangements. One of the main reasons of economic disputes is the violation of the 

set terms for the fulfillment of commitments (45%). 

The survey findings explicitly prove that the most common dispute resolution mechanism 

between economic entities is negotiation institution (about 85% in Yerevan, 41% in regions) 

and mediation institution – out-of-court mechanisms, whereas one of the main reasons for 

recourse to the court is that the parties has provided in the contract such clause or this 

mechanism can bring “desired” outcomes. 
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Based on the above analyses, we can draw an important conclusion that dispute resolution 

through negotiations is conditioned by high level of interdependent and strong business 

relations between businesses25. 

Apart from that, the preference of out-of-court mechanisms is explained by the fact that court 

procedures are time-consuming (40% of respondents mentioned this) and costly (30-35%). 

Moreover, court is viewed as last resort because the economic entities prefer to resolve 

disputes through other mechanisms before going to court. The main reason for out-of-court 

dispute resolution mechanisms is that it enables the parties to find mutually beneficial 

resolution within comparatively shorter period and avoid judicial process (about 60%). 

Regarding to regions, small size of businesses implies out-of-court dispute resolution, since 

the disputable amount is less than judicial costs (about 30%). Thus, interdependent and strong 

business relations, as well as time-consuming judicial process and the effectiveness of out-of-

court dispute resolution mechanisms are the major factors which make the economic entities 

resolve their disputes through out-of-court mechanisms.   

Efficiency of alternative dispute resolution mechanisms, in contrast to court system, is proved 

by the analyses of transaction costs under those two institutions. Analyses show that the 

whole judicial process – starting from the application to execution of the finial decision - 

takes in average 140 days, while out-of-court resolution takes in average about 30 days. Thus, 

the alternative dispute resolution mechanisms are 5 times more efficient in terms of time-

consuming. If we take into account this factor the time-saving can yield to additional 

alternative financial revenues (at least anticipated interests on the required amount if the 

partner does not violate the arrangements), its efficiency increases even more. Material 

expenses for judicial processes amount to 1.6 million AMD in Yerevan, and if informal 

payments are added at the amount of 10% of disputable amount, which (5-10 million AMD), 

25 International experience proves the existence of such ties: it is explained by the fact that in majority of cases 
dispute resolution through courts leads to breakup of business relations between disputing parties. 
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the total material expenses of judicial system varies from 2.1-2.6 million AMD. In regions 

material expenses of judicial system amount to 1.6-2.5 million AMD. Taking into 

consideration that the disputable amount by judicial system is 0.4-1.3 million AMD, the 

dispute resolution through the court becomes inefficient. Alternative dispute resolution 

mechanisms for 35-50% of businesses imply mutual services between the parties which is, in 

fact, less costly than judicial process. As we can see alternative mechanisms are more 

efficient both in terms of cost and time.  

Analyses of the findings also shows that there are cases in the Armenia business reality when 

about half of businesses refuse transactions since it has been impossible to ensure such 

mechanisms which would allow to control and if necessary to impose enforcement measures 

in case of non-compliance or improper compliance by other parties. Thus imperfect judicial 

system, underdeveloped institutional standing of out-of-court mechanisms, as well as low 

level of business culture have significant impact on business and economic outputs. 

The survey findings prove that businesses prefer out-of-court dispute resolution 

mechanisms in case of economic disputes (more than 80%) i.e. negotiations and mediation 

institutions, moreover arbitration does not replace the current dispute resolution system.  

In conclusion it is worth mentioning that the conducted studies clearly prove the 

hypothesis advanced by the authors to be realistic; i.e. currently most “business to business” 

disputes are resolved by informal mechanisms.     

In this context a serious problem occurs to transpose non formal rules intro formal and 

establish a formal alternative dispute resolution system, which will be competitive with court 

and informal systems. As such, arbitration institution can be applied; its development need is 

identified in the agenda of judicial reforms implemented in Armenia. For this purpose the 

RoA Law on Commercial Arbitration has been recently adopted. The analysis of the Law, 
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particularly in terms of their time-consumption and cost, will allow to identify and in the 

future fulfill the legislative gaps and to formulate a clear legal framework which will lead to 

the establishment of a real competitive system with judicial and informal systems.      
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CHAPTER 3. ECONOMIC ANALYSIS OF THE LAW ON 

COMMERCIAL ARBITRATION OF ARMENIA 

In international practice one of the reasons of dispute resolution by arbitration is less 

costs and exclusion of informal payments during arbitral proceedings.   

Costs of arbitration are classified into two groups: costs of arbitration and costs of 

parties.  

Arbitration institutions provide the parties with different services for which fees are 

charged. Arbitration rules drafted and applied by those institutions define the amount of fees 

payable for rendered services in the Annex. As a rule, administrative fees and fees of 

arbitrators depend on the amount of dispute.  

Costs of parties include all costs necessary for preparation and conduct of the arbitral 

proceedings. Those costs include costs of communications, fees payable to the legal 

consultants of the parties, to the experts, amount of rent for the place of hearings26, costs 

necessary for taking evidence, in other words legal expenses of parties.27    

The Law does not provide for any detailed rule on arbitration costs, except for the 

clause stating that arbitral award shall indicate arbitration costs and distribution thereof 

among the parties, unless otherwise provided by the agreement of parties. This clause shows 

that parties are also free to decide by arbitration agreement all issues relating to the arbitration 

costs. Failing such agreement the arbitral tribunal may on its own discretion distribute 

arbitration costs among the parties. The same provision is envisaged by the Code of Civil 

Procedure.  

26 According to international practice parties rent hotel rooms or special halls, where the hearings are held.  
27 For comparison it is to be noted that each party bears his own costs, whereas administrative costs are equally 
distributed among parties. In international practice the court is entitled to demand the failing party to pay all 
costs. The same power is provided by UNCITRAL and ICC arbitration rules.   
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Definition of fees payable for services rendered during arbitration and the order and 

time period of payments are more important than the distribution of costs. In this case 

arbitration will have advantages in contrast to informal dispute resolution mechanisms where 

reciprocal provision of services as a mode of payment is not strictly defined and regulated. 

Arbitration institutions should draft, along with arbitration rules, the so-called list of fees, 

which, according to the international practice, shall provide for the list of services for which 

fees are payable and thresholds thereof. Fees must be calculated based on the amounts of 

disputes.  

Enforcement expenses are also added to the arbitration expenses, if arbitration award 

is enforced by way of enforcement of judicial acts.  

According to the Law on Compulsory Enforcement of Judicial Acts for request on 

acquisition of enforcement act for enforcement of arbitral awards state duty is imposed in 

amount of 4-fold of base duty.28   

According to Article 35 of the Law the party relying on an award or applying for its 

enforcement shall file the duly authenticated original award or a duly certified copy thereof, 

as well as the original arbitration agreement If the award or the agreement is not stated in 

Armenian, the party shall submit a duly certified translation thereof into Armenian. Certifying 

translations also require payments provided by law.  

According to the Law on State Duty, for certification of authenticity of each page of 

copy of documents state duty is imposed in amount of 30% of base duty, and for certification 

of authenticity of each page of translation of documents state duty is imposed in amount of 

50% of base duty. 

28 According to the Article 8 of the Law on Compulsory enforcement of judicial acts, the amount of base duty is 
1000AMD.  
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It is worth discussing hereby potential and law provided expenses so as to reveal 

advantages of arbitration in respect of costs.   

According to the Law on State Duty29 state duty is charged for claims, requests, 

appeals and documents delivered by court. Tariffs of state duty are defined by law. Thus, for 

claims of first instance court and commercial court involving property claim state duty is 

charged in amount of 2% of the amount of dispute, but not less than 150% of base duty. If 

appeal is brought to the appellate court, state duty is charged in amount of 3% of claimed 

amount.  

If fully awarded and non awarded claims of the first instance court are disputed or non 

awarded claims are not disputed, state duty is charged in amount of 3% of the amount of 

dispute, for which claim is filed in the first instance court and it is being appealed.  

If the party is not satisfied with the decision of appellate court, he brings cassation 

appeal for which state duty is charged in amount of 3% of the amount of the dispute, but not 

less that 10-fold and more than 1000-fold of base duty. Besides, for obtaining a copy of 

verdict or decision parties shall pay state duty in amount of 50% of base duty and for each 

prepared page 15% of state duty.  

Other expenses, i.e., costs of expert, costs for calling witness, costs for examination of 

evidence and costs for other activities relating to the case proceedings. If expertise is 

appointed by motion of party, the latter is responsible for expenses.   

If enforcement proceedings are initiated, legal expenses include costs for exposure, 

examination, putting arrest on, transportation, storage, assessment and realisation of debtor’s 

property, fees payable to expert, costs for transfer of confiscated amounts to litigator, 

29 HO-186, 27.12.1997. 
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investigation of debtor and/or his property and other costs required for execution of other 

enforcement activities.  

Expenses of enforcement activities are charged from debtor: 

a. for enforcement proceedings involving property claims, 5% of the value of property 

in case of transfer of such property and for satisfaction of claims in amount of 100.000AMD 

and more, 5% of such amount;  

b. for enforcement proceedings involving property claims up to 100.000AMD and non 

property claims, in amount of 5000 AMD.  

It is worth mentioning that in practice informal payments during lawsuits are made in 

parallel with payments provided by law. The party is ready to make informal payments which 

may even exceed payments provided by law for prediction of outcome of the case. In 

arbitration parties resolve disputes wishing to maintain commercial relationships. Thus the 

outcome of the case is favourable for both parties.  

The survey results reveal that in judicial system costs wave between 2.1-2.6.milion 

AMD including informal payments. In out of court system procedure is not so costly and may 

be realised in providing reciprocal services.    

As the survey results show, legal expenses, including informal payments, are 

significantly high in comparison with amount of dispute. This situation proves that recourse 

to the court is commercially non favourable for business sector.  
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CONCLUSIONS AND RECOMMENDATIONS 
 

Examination of the Law on Commercial Arbitration and the results of discussions with 

focus groups and surveys revealed that currently commercial disputes are resolved informally, 

according to informal rules, and arbitration has no success.  

This fact is conditioned by strong business relations and reciprocal affiliations 

between businessmen from one hand, and non confidence towards court, time-consuming and 

cost proceedings from the other hand.   

At the same time there is a lack of confidence towards arbitration. It is worth 

mentioning that the main advantage of arbitration, in contrast with informal dispute 

resolution, is binding over arbitral awards.   

For assisting the improvement of arbitration, legislative and institutional amendments 

are required, which will increase the effectiveness of arbitration in comparison with other 

dispute resolution mechanisms.  

To meet the needs of businessmen and for resolution of disputes by alternative dispute 

resolution mechanisms, amendments are made to laws on arbitral proceedings. In all 

jurisdictions draftsmen tried to ensure “gentle” legal framework for arbitral proceedings.  

Recent developments of legislation on arbitral proceedings may be described as 

adversary proceedings. Especially in those jurisdictions where there are big arbitration 

centres, efforts are made for drafting arbitration legislation corresponding to the needs of 

international trade. Such tendency is observed both in the European Union and Central and 

Eastern European countries.      

Several principles must be implemented and dimensions should be adopted to improve 

arbitration in Armenia; based on this principle international arbitration tends to achieve its 

objective, which consists of establishment of due and contributing to arbitration environment.  
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Main principles are as follows:  

a. the modern legislation of arbitral proceedings recognises the right of parties to 

resolve their dispute by private means, 

b. independence of parties, which is a core principle of international arbitration, 

c. arbitrators are given wide powers in absence of agreement between parties to 

decide on procedural issues,  

d. arbitral proceedings are based on private agreements, but as a result an award 

binding upon parties is made which may be enforce by national courts if  it is not 

executed voluntarily, 

e. law on arbitration resolves such issues on which parties did not reach agreement. 

Their main objective is to ensure the opportunity to commence arbitral 

proceedings and to conduct it effectively, and assistance of the national court. In 

absence of such clauses the arbitral tribunal is unable to act, 

According to the clauses in arbitration laws relating to the national courts, the court 

intervention is limited. The role of judicial power consists of assisting arbitral tribunals 

before, during and after arbitral proceedings. 

 
Taking into account the fact that arbitration is an alternative to the ordinary court 

and advantage thereof is short time periods, it is recommended to reduce in time periods for 

some procedural issues the Law. 

UNCITRAL Model Law defines maximum time periods for settlement of issues as 

provided for by the Law. If the country drafts its arbitration law on the basis of Model Law 

shall not provide for longer time periods other than provided by the Model Law. Particularly 

time periods defined by the Law for the following issues shall be reduced:  
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• 30 days period for appointment of arbitrator, including time period for appointment of 

arbitrator by motion of the party. Taking into account the dynamism of commercial 

relations and the need of rapid settlement of disputes it is ineffective to spend 2 month for 

appointment of arbitrator. Some jurisdictions like England has provided shorter time 

periods.30    

• Time period for review of arbitral award. Article 33 of the Law defines maximum time 

period for elimination of technical discrepancies of arbitral award. One of the advantages 

of arbitration is binding upon arbitral award. Thus, parties wish to execute the award 

immediately.   

It is necessary to make amendments and modifications of the Code of Civil 

Procedure of the Republic of Armenia, which will provide for the procedure and time 

periods of hearings of motions submitted by parties to arbitration in case of court 

intervention.31  

According to the general rule, arbitration is an alternative to the ordinary courts. Parties 

choose arbitration and they do not want to recourse to the court. But the parties to arbitration 

are not exempted from court intervention. Current developments in international practice 

witness that countries try to restrict court intervention in arbitration by endowing arbitral 

tribunals with the same powers. For example, the arbitral tribunal may be empowered to apply 

several types of interim measures of protection, as in case of England. Provision of such 

clause make the parties to arbitration dependent from the national court, especially when there 

are no rules defined by legislation. 

 

 

30 Arbitration Act of 1996, Articles 16-17.  
31 Law on Commercial Arbitration, Article 6.  
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  APPENDICES 
 
 
APPENDIX 1  
 

   
QUESTIONNAIRE FOR FOCUS GROUPS 

On Assessing the Effectiveness of Alternative Dispute 
Resolution  

 

 
 

 
 
1. In your opinion, how the relations with consumers/suppliers in Armenian business 

reality are mainly regulated?  
 

1.1 Through a written contract  � 
1.2 Through invoices or other documents  � 
1.3 Through a verbal agreement  � 
1.4 By the rules of retail trade   � 
 

 
2.  In your opinion, what types of legal and other relations do organizations mainly 

have with persons having business relations with them (supplier, consumer, 
creditor, employee, etc.)?  

 
 2.1. Purchase and sale agreement  
 � 
2.2. Agreement on Supply (dealer, distributor, agent) 
 � 
2.3. Agreement on providing services 
 � 
2.4. Contract for transport delivery and carriage 
 � 
2.5. Insurance contract  
 � 
2.6. Contract of providing service 
 � 
2.7. Lease contract 
  � 
2.8 Credit or loan agreement  � 
2.9 Employment agreement with employees 
 � 
2.10 Contract of pledge 
 � 
2.11 Retail trade  � 
2.12 Other (specify) 
 � 
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3. How do you think “suppliers” mainly regulate their payments re transactions with 
“consumers” and conditions for delivery (as per the contract)?     

 
3.1 Payment is made immediately after goods are supplied (service 

provided)  � 
3.2 Payment can be made by installments   � 
3.3 We use the documentary instrument of letter of credit  � 
3. 4 Payments are made through banking system � 
3.5 Payment is made in the retail trade network � 
3.6 Supply is carried out prior to payment � 
3.7 Supply is carried out following the payment by installment (advance 

payment) � 
3.8 Supply is carried out after the payment is made   � 
3.9 Contract specifies standards of product quality (provided service)  � 
3 .10 Other (specify) 
 � 

 
4. How do you think “consumers” mainly regulate the payments re transactions with 

your “suppliers” and the conditions of supply (as per the Contract)?  
 
 

4.1 Payment is made immediately after goods are supplied (service 

provided)  � 
4.2 Payment can be made by installments  � 
4.3 We use the documentary instrument of letter of credit  � 
4. 4 Payments are made through banking system  � 
4.5 Payment is made in the retail trade network � 
4.6 Supply is carried out following the payment by installment (advance 

payment) � 
4.7 Supply is carried out after the payment is made   � 
4.8 Contract specifies standards of product quality (provided service)  
4.9 Contract specifies standards of product quality (provided service)  
4.10 Other (specify) 
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5. In your opinion, how the compliance with the conditions of verbal transactions are 
mainly regulated and supervised?  

 
5.1 Through arrangements (all conditions of transaction is determined 

verbally) � 
5.2 Under conditions applied to the similar transactions in “the domestic 

market” (conditions of the transaction are predetermined) � 
5.3 Based on trust in view of the years of cooperation and other factors 

(some conditions of the transactions are not being clarified) � 
5.4 Through persons of “reputation” in the society     � 
5.5 As per the conditions of retail trade  
5.6 Are not regulated � 
5.7 Other (specify) 
 � 

 
6. To what extent do you think the "supplier-consumer" interrelations are centralized in 

Armenian business reality and to what extent they are interdependent? 
 

no  �  slight �  considerable  �  very big �   
 
 
 
7. Do you think that “supplier-consumer” relations are strong in Armenian business 

reality as per the years of cooperation? 
 

 
• yes       

• no      

 
8. In you opinion, what will happen, if your main “consumer”/”supplier” terminates its 

activity?  
  

8.1 will easily find another “consumer/supplier (up to one week) �  
 
8.2 will find another “consumer/supplier for which will be required on average 
 

• Time (days) 
 

7- 30 �  30-60 �  60-180 � 180-365  �  more than 365 � 
 
12.3  will face serious problems � (it’s possible that he fails to find one, as a result of which he 
would rather change the direction of his activity) 
 

12.4 will terminate its activity       � 
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9. Do you think that the Armenian organisations are ready to incur losses for disputes 
arisen with “consumers/suppliers before recourse to legal settlement or settlement 
otherwise?  

 
• yes       

• no      

 
9.1 If yes, according to your estimations, how much on average will be the money terms 
of it (mln. drams)?.    

up to 0.5 �  0.5-1 �  1-5 �  5-10  �  more than 10 � 
 
10. Do you think that organisations operating in Armenia want to accede to any of 

business associations?   
  

• yes                     

• no       

 
11. Do you think that those unions have enough power to protect the general interests of 

the member organizations? 
• yes     

• no     

  
12.  Do you think that the organisations operating in Armenia ever have economic 

disputes (including those providing public services) as a result of failing to 
comply with or breaking arrangements by suppliers or consumers in the course 
of its activity?  

 

• yes       

• no      

13. If yes, whom you have a dispute with? 

13.1 An organization with which I had a contract   � 
13.2 An organization, with which we  haven’t had a contract   � 
13.3 An individual with whom we had a contract    � 
13.4 An individual with whom we haven’t had a contract  � 
13.5 Other (specify) � 
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14. In your opinion, what are the reasons for the disputes in general?  
 

14.1 Failure to meet the deadlines (payments, supplies) � 
14. 2 Failure to supply goods   � 
14.3 Failure to provide services � 
14.4 Failure to carry out the work � 
14.5 Failure to ensure the quantity of the goods to be supplied � 
14.6 Failure to pay the sum � 
14.7 Failure to meet the quality standards � 
14.8 Other  (specify) � 

 
 
15. In your opinion, how or in what way are the disputes mainly settled?  
 

15.1 Voluntarily  � 
15.2 Through negotiations  � 
15.3 Through mediators  � 
15.4 Through friends/relatives  � 
15.5 Through persons of “reputation” in the society   � 
15.6 Through judicial procedure � 
15.7 They are not settled � 
15.8 Other  (specify) � 

 
 
16. If the disputes are settled through judicial procedure, in your opinion, what are the 

main reasons for filing with court?  
 

16.1 People don’t know how they can otherwise protect their interests � 
16.2 The judicial process is more effective  � 
16.3 The judicial process is less costly � 
16.4 The judicial process is less time-consuming � 
16.5 Through court people can reach “the desirable result”                      � 
16.6 The disputes arisen as per the signed agreement are to be settled though 

judicial procedure � 
16.7 Given the internal rules of the Organization, no other approach is 

applicable � 
16.8 Other  (specify) � 
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17. Where the disputes are settled beyond the judicial system, in your opinion, why 
hadn’t the organisations filed with court? 

 
17.1 The judicial process is costly � 
17.2 The judicial process is time consuming � 
17.3 The “required” amount is much less than the total cost of the judicial 
process � 
17.4 Non-formal payments required in the course of the judicial process (in 
terms of interest of the “required” sum or as the sum per se) is too high for 
achievement of the desirable result 

� 
17.5 Other  (specify) � 
 

18. Why do you think the organisations prefer negotiation, mediation, verbal 
arrangements for the dispute resolution?  

 
18.1 Arranging the aforementioned options for dispute resolution is less 
costly � 
18.2 Arranging the aforementioned options is less time consuming  
18.3 The mentioned ways of dispute resolution enable the parties to reach a 
mutually beneficial agreement � 
18.4 If the decision re dispute resolution is not binding upon the parties, the 
latter may ignore it  � 
18.5 It is possible to find a mediator whom the both parties trust � 
18.6 Mediator can be more unbiased and independent � 
18.7 Other  (specify) � 
 

19. How would you assess the judicial process by the following standards?  
 
 I am 

completely 
satisfied  

(4) 

I am satisfied 
to some extent  

(3) 

I am not 
completely 

satisfied  
(2) 

I am not at all 
satisfied  

(1) 

19.1  Duration      

19.2 Court costs      

19.3 Management of the 
judicial process  

    

19.4 Competency of the 
judge  

    

19.5 Competency of the 
Advocate  

    

19.6 Fairness of 
decision/ruling  

    

 
20. Do you think that there have ever been cases, when you have declined a transaction, 
since it was impossible to ensure mechanisms enabling to control and, when necessary, 
to apply compulsory measures in case the transaction is not carried out or is carried out 
improperly? 
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• yes      

• no   
 
20.1 If yes, in your opinion, what could have been the main reasons?  
 

20.1.1 Potential consumer/supplier was not enough reliable to establish 

business relationship with him  � 
20.1.2 Together with the imperfect judicial system, the “reputation” of 

“consumer”/”supplier” or the scope of his/her connections, makes it 

meaningless to apply any mechanism or address such a requirement. 
� 

20.1.3 Other (specify) � 
 
 
21. If your organization files with court, in your opinion, how long does it usually take 
from preparing the statement of claim to the issue of court decision/ruling, of which.  

 

21.1 preparing the statement of claim and collecting documents for bringing an 
action.  

• 3 days    

• 7 days    

• Other (spesify) ____________      

 

21.2 for entry of the statement of claim and acceptance of the case into proceeding 
(beginning of the judicial process). 

• 3 days    

• 7 days    

• Other (spesify) _____________ _ 

 

21.3 The period between the accepting the case into proceeding to beginning of the to 

the first court session   

• up to 30 days    

• 30-60 days    

• Other (specify) ______________  

21.4 The period between from the first court session to decision making.   

• Up to 30 days    

• 30-60 days    

• Other (specify) _____________ _ 
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21.5 From taking a decision to implementation thereof . 

 

• 7 days    

• 7-30 days    

• 30-60 days    

• Other (spesify) _____________  
 
22. In you opinion, how much is the amount of the claim on average (mln. drams)?  

up to 0.5 �  0.5-1 �  1-5 � 5-10  �     more than 10 � 

 

23. How much do you think the financial costs for your organization on average account 

in the whole period of preparing the statement of claim, filing it with court and 

implementing the court decision, of which. 

 

• Court costs, particularly  

 

o Costs of representative, advocate (thousand drams) 

500 �  500-1000 � 1000-2000 �  2000-5000 �     more than 5000 � 
 

o Costs of expert examination (thousand drams) 

up to 100 �  100-200 � 200-300 � 300-500  �  more than 500 � 
 

• Fines/penalties (mln. drams)  

up to 0.5 �  0.5-1 �  1-2 �  2-5 �   more than 5 � 
 

• Other expenses …………………………………………………………………................ 

 

24. In your opinion, are there non-formal/non-official payments in judicial system?  

• yes      

• no   
 

24.1 If yes, what is their approximate amount (as % from the required amount)?  
 

up to 5 �  5-10 �    10-20 �  more than 20 � 
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25. Do you think that organizations «compensate» costs re judicial process by increasing 

the price of your product and services. 

 

• yes      

• no   
 

_________________________________________ 

26. How much time do you think on average is required from organizations to resolve 
disputes through negotiations, mediators or relatives (day) 
 

up to 15 � 15-30 �  30-90 �  90 -180  �  180 -365  �
 more than 365 � 

 
27. In your opinion, “costs” of what nature emerge for the resolution of dispute through 
negotiations, mediators, friends or relatives   

• Providing mutual services                                          �   

• Supply of goods (at a discount and free of charge)   � 

• Interests from the profit resulting from the dispute  resolution � 

• Cash (as % from the disputable amount)                            � 

up to 5 �  5-10 �    10-20 �   more than 20 

� 
 

• Other (specify)……………………..      � 
 
 
28. How do you think the disputes from “business-to-business” relations arising in the 
course of further 5-10 years in Armenia will be regulated? (Specify one of the important 
options).  

28.1 Through negotiations � 
28.2 Through mediations � 
28.3 Through friends/relatives � 
28.4 Through persons of “reputation” in the society � 
28.5 Through judicial procedure � 
28.6 Through existing arbitration court � 
28.7 Other (specify) � 
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APPENDIX 2 
 
 
 
  

   

QUESTIONNAIRE FOR INTERNET SURVEY 

On Assessing the Effectiveness of Alternative Dispute 
Resolution in Armenia  

 

 

 
1.  Do you think that organizations in Armenia ever have economic disputes as a 

result of failing to comply with or breaking arrangements by suppliers or 
consumers in the course of its activity?  

• yes       

• no      

 
2. How and in what way do you think the disputes are settled? (Specify one of the most 

important options).  
 
 
 
 
 
 
 
 
 
 

3. Where the disputes are settled beyond the judicial system, then, in your opinion, why 
don’t organizations file with the court? (Specify one of the important options).  

 
The judicial process is costly  � 
The judicial process is time consuming  � 
The “required” amount is much less than the total cost of judicial process  � 
Non-formal payments (in terms of interest of the “required” sum or as the 
sum per se) required in the course of the judicial process are too high for the 
achievement of the desirable result 

� 
 

 
4. Why do you think the organizations prefer negotiation, mediation, verbal 
arrangement for the resolution of disputes? (Specify one of the most important options).  

 

Through negotiations  � 
Through mediators, friends/relatives, persons of “reputation” in the 
society   
  

� 
Judicial procedure  � 
Arbitration court � 

 79 



 Arranging the aforementioned options for dispute resolution is less costly  � 
Arranging the aforementioned options for dispute resolution is less time 
consuming  � 
The aforementioned options for dispute resolution enable the parties to reach a 
mutual beneficial agreement  � 
If the decision re dispute resolution is not binding upon the parties, the latter 
may ignore it � 
It is possible to find a mediator whom the both parties trust  � 
The mediator can be more unbiased and independent  � 

 
5. Do you think that there have been cases when the organizations have declined a 
transaction, since it was impossible to ensure mechanisms enabling to control and, when 
necessary, to apply compulsory measures in case the transaction is not carried out or is 
carried out improperly?  
 

• yes      

• no   
 
6. In your opinion, “costs” of what nature emerge for the resolution of dispute through 
negotiations, mediators, friends or relatives (specify one of the important options).  

• Providing mutual services                                    �   

• Supply of goods (at a discount or free of charge)        � 

• Interest from the profit resulting from the dispute settlement                     � 
• Cash ( as % of disputable amount) 
   

up to 5 �  5-10 �    10-20 �   20 and above � 
 
      

7. How do you think the disputes from “business-to-business” relations arising in the 
course of further 5-10 years in Armenia will be regulated? (Specify one of the important 
options).  

Through negotiations  � 
Through mediations  � 
Through friends/relatives � 
Through persons of “reputation” in the society  � 
Through judicial procedure  � 
Through existing arbitration court  � 

 
The extent of familiarity with the main issue under discussion  
 

I have dealt with    � 

Provided my assumptions                                  � 
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APPENDIX 3 
 
 

 QUESTIONNAIRE FOR TELEPHONE SURVEY  
On Assessing the Effectiveness of Alternative Dispute Resolution in Armenia  

  
2. Has your organization ever had economic disputes as a result of failing to comply 

with or breaking arrangements by suppliers or consumers in the course of its 
activity? 

• yes        

• no      

 
3. How or in what way have the disputes been settled? 
 

 
 
 
 
 
 
 
 
 
 

4. Where your disputes were settled beyond the judicial system, why hadn’t you 
filed with court? 

 
The judicial process is costly  � 
The judicial process is time consuming  � 
 The “required” amount is much less than the total cost of the judicial 
process � 
Non-formal payments required in the course of the judicial process (in terms 
of interest of the “required” sum or as the sum per se) is too high for 
achievement of the desirable result 

� 
Other (specify) � 
 
5. If you have preferred negotiations, mediation, verbal arrangements for your 

dispute settlement, then why?  
 

Through negotiations � 
Through  intermediaries, friends/relatives, persons of “reputation” in the 
society   � 
Through judicial procedure  � 
Through arbitration courts � 
Other (specify)  � 

Arranging the aforementioned options for dispute resolution is less 
costly � 
Arranging the aforementioned options is less time consuming � 
The mentioned ways enable the parties to reach a mutually beneficial 
agreement  � 
In that case the decision is not binding upon the parties and it can be 
ignored � 
It is possible to find a mediator whom both parties trust � 
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6. Have there ever been cases, when you have declined a transaction, since it was 

impossible to ensure mechanisms enabling to control and, when necessary, to 
apply compulsory measures in case the transaction is not carried out or is carried 
out improperly? 

 
• yes      

• no   
 
7. “Costs” of what nature emerge as a result of dispute resolution through 

negotiations, mediators, friends or relatives?  

• Providing mutual service                                             �   

• Supplying of goods (at a discount or free of charge)   � 

• Interest from the profit resulting from the dispute resolution                � 

• Cash                                                               � 

• Other                                                                 � 
 
8. If you happen to have economic disputes with your suppliers/consumers in 

future, you would prefer to settle it through: 

Negotiations  � 
Mediators � 
friends/relatives  � 
Persons of “reputation” in the society  � 
Judicial procedure  � 
Existing arbitration courts  � 
Other (specify) � 

 
 
 
 
 
 
 
 
 

Mediator can be more unbiased and independent � 
Other (specify) � 

 82 



 
 
 
 
 
 
 
 
 
 
 
APPENDIX 4 
 
    
 
  

   
GENERAL QUESTIONNAIRE  

ON Assessing the Effectiveness of Alternative Dispute Resolution 
in Armenia  

 

 
For Interviewer. Enter the following information before going to enterprise 

 
NUMBER OF THE QUESTIONNAIRE 

FORM  
DATE 

Interviewer’s personal 
code 

Sequential number of 
his/her form Day Month Year 

    
 

    
2008 

 

 
 
 
 

A. GENERAL INFORMATION ON THE BUSINESS ENTITY 
 
 

 
 
A1.Interviewee’sPosition 
32__________________________________________________________________ 
 
 

A2.  Sex  Male   Female  
 

A3. Age __________  

 
 
A4. Education 

32 The Interviewee is an executive officer, who is responsible for concluding transactions and settling transaction 
related disputes. 
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4.1.1 vocational/college � 
4.1.2 undergraduate � 
4.1.3 graduate � 
4.1.4 graduate of higher educational institution/post-graduate /Masters/ � 

 
4.2 Number of the years of post-school education  
  

up to 4  �  4  �  5   �  more than 5 � 
 

 
4.3 Specialty corresponding to education …………………………………………  
 
4.4 Qualification Degree 
 

4.4.1 Specialist � 
4.4.2 Bachelor � 
4.4.3 Master � 
4.4.4 Candidate of Science � 
4.4.5 Doctor of Science � 
4.4.6 N/A � 

 
 
A5. General work experience __________ years 
 
5.1 Number of years in the given office _________ years 
 
 

A6. Legal form of  
       Organization 

   �         �          �                    �                       �                            
   LLC          JSC                Coop.        Representation/Branch                      Other 

A7. Participation of a foreign citizen and/or a non-resident legal person in the structure of owners � 
A8. Scope of Activity of the Organization 

8.1 Industry � 8.6.7 Health and social � 
8.2 Agriculture � 8.6.8 Utilities � 
8.3 Construction � 8.6.9 Insurance � 
8.5 Wholesale and retail trade � 8.6.10 immovables related  � 
8.6 Services � 8.6.11 Hotels and public catering  � 
8.6.1 Transport  � 8.6.12 Advertising  � 
8.6.2 Communication � 8.6.13 Repair of household appliances � 
8.6.3 Education � 8.6.14 Consulting � 
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8.6.4 Finances  � 8.6.15 Individual services � 
8.6.5 IT  � 8.7 Other:  � 
8.6.6 Cultural, scientific-research � 8.8 Other:  � 

 
 
A9. Availability of exports and/or imports in the activity  

      �    Import                                 � Export  
 

 
A10. Total number of employees 
 

up to 5  �  6-10  �  11- 50  �  51-100  �  more than 101 � 
 
 

A11. Total sales volume (mln. drams) 
 

Year Up to 1 1-10 10-100 100-1000 100-5000 

 
More than 

5000 
 

2004       
2005       
2006       
2007       

 
 
 

B. MAIN QUESTIONNAIR 
 
B1. How your relations with consumers/suppliers are regulated? 
 

1.1 By a written contract  � 
1.2 By invoices or other documents   � 
1.3 By a verbal agreement � 
1.4 By the rules of retail trade   � 
 

 
B2.  What types of legal and other relations do you have with persons having business 

relations with your organization (supplier, consumer, creditor, employee, etc.)? 
 

 2.1.Purchase and sale agreement  
 � 
2.2. Agreement on Supply (dealer, distributor, agent) 
 � 
2.3.Agreement on providing services  
 � 
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2.4. Contract for transport delivery and carriage 
 � 
2.5. Insurance contract 
 � 
2.6. Contract of providing service 
 � 
2.7. Lease contract 
  � 
2.8 Credit or loan agreement 
 � 
2.9 Employment agreement with employees 
 � 
2.10 Contract of pledge 
 � 
2.11 Retail trade � 
2.12 Other (specify) 
 � 

B3. If you are a “supplier”, then how the payments re transactions with your 
“consumers” and the conditions of supply (as per the contract) are regulated?  

 
 

3.1 Payment is made immediately after goods are supplied (service 

provided)   � 
3.2 Payment can be made by installments   � 
3.3 We use the documentary instrument of letter of credit  � 
3. 4  Payments are made through banking system  � 
3.5 Payment is made in the retail trade network  � 
3.6 Supply is carried out prior to payment � 
3.7 Supply is carried out following the payment by installment (advance 

payment)  � 
3.8 Supply is carried out  after the payment is made � 
3.9 Contract specifies the standards of the product quality (provided 

service)    � 
3 .10 Other (specify) 
 � 

 
B4. If you are “a consumer”, then how the payments re transactions with your 

“suppliers” and the conditions of supply (as per the Contract) are regulated? 
 

4.1 Payment is made immediately following the supply of goods (provided 

service)    � 
4.2  Payment can be made by installments  � 
4.3We use the documentary instrument of letter of credit   � 
4. 4 Payments are made through banking system � 
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4.5 Payment is made in the retail trade network � 
4.6  Supply is carried out after the payment is made  � 
4.7 Supply is carried out following the payment  � 
4.9 Contract specifies the standards of the product quality (provided 

service)     
4.9 Contract specifies the standards of the product quality (provided 

service)     

4.10 Other (specify)  
 
 
B5. How the compliance with the conditions of verbal transactions are regulated and 

supervised? 
 

5.1 Through arrangements (all conditions of transaction is determined 
verbally) � 

5.2 Under conditions applied to the similar transactions in “the domestic 
market” (conditions of the transaction are predetermined) � 

5.3 Based on trust in view of the years of cooperation and other factors 
(some conditions of the transactions are not being clarified) � 

5.4 Through persons of “reputation” in the society   � 
5.5 As per the conditions of retail trade  
5.6 Are not regulated � 
5.7 Other (specify) 
 � 

 
B6. If you are “a consumer”, how many “supplier-partners” are you dealing with 

(except for  the companies providing public services (gas, water, communication, 
power)? 

 
 

1  �  1-5  �  5-10  �  10-15  �  more than 15 � 
 
B7. What is the “share” (%) of the large supplier-partner in the cost price of your 

product/service (without resources directed to salary)?  
 

up to 10 �  10-20  �  20- 50  �  more than 50 � 
 
B8. If you are “a supplier”, how many “consumer”-partners are you dealing with?  
 

1  � 1-5  �  5-10  �  10-15  � more than 15 �      retail trade � 
 
 
B9. What is the share of the volume of your product/service that is supplied to the main 

“consumer” (%)? 
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up to 10 �  10-20  � 20- 50  � more than 50 �  retail trade � 
 
 
B10. For how many years are you in business relations with your main “consumers”?  
 
 

up to 1 �  1-2  �  2-5  �  more than 5 � 
 
 
 
10.1 For how many years are you in business relations with your main “consumers”? 
 

up to 1 �  1-2  �  2-5  �  more than 5 � 
 
B11. The total volume of transactions carried out with your main 

“supplier”/”consumer” over the given year (mil. AMD). 
 

 

Year Up to 1 1-10 10-100 100-1000 100-5000 

 
More than 

5000 
 

2004       
2005       
2006       
2007       

 

 
B12. What will happen, if your main “consumer”/”supplier” terminates its activity? 
 

12.1 will easily find (within less than one week) another “consumer”/”supplier” �  
 
12.2 I will find another “consumer”/”supplier”, for which will be required 
 

• time (days) 
 

7- 30 �  30-60 �  60-180 � 180-365  �  more than 365 � 
 

  12.2.1 How much the replacement of consumer/supplier will “cost” you (costs and losses 
incurred before finding another consumer/supplier (mln. drams))? 

 
 

up to 0.5 �  0.5-1 �  1-5 �  5-10  �  more than 10 � 
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12.3 I will face serious problems  � (I would possible fail to find one, as a result of which I would 
rather change the direction of my activity) 
 
 

12.4 I will terminate the activity   � 

 
B13. If your “consumers”/”suppliers” fail to comply with the clauses defined under the 

contract,  to what extent are you ready to incur losses before recourse to legal 
settlement or settlement otherwise (mln. drams)? 

 

up to 0.5 �  0.5-1 �  1-5 �  5-10  �  more than 10 � 
B14. Please mention the business associations you or your “consumers”/”suppliers” are 

members to.   
 

14.1 Bank Association  � 
14.2 Chambers of Trade -Industry 
 � 
14.3 Union of Businessmen and Manufacturers � 
14.4 Other (specify) 
 � 
14.5 I don’t know � 

 
 
 
B15.  Do you think that those unions have enough power to protect the general 

interests of the member organizations?  
 
 

• yes       

• no      

  
B16.  Has your organisation ever had economic disputes (including those providing 

public services) as a result of failing to comply with or breaking arrangements by 
suppliers or consumers in the course of its activity? 

• yes            

• no      

 

B17. If yes, whom have you had a dispute with? 

17.1 An organization with which we had a contract   � 
17.2 An organization with which we  haven’t had a contract   � 
17.3 An individual with whom we had a contract    � 
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17.4 An individual with whom we haven’t had a contract  

   � 
17.5 Other (specify) � 

 
 
B18.  What have been the reasons for the dispute? 
 

18.1 Failure to meet the deadlines (payments, supplies) � 
18. 2 Failure to supply goods � 
18.3 Failure to provide services � 
18.4 Failure to carry out the work � 
18.5 Failure to ensure the quantity of the goods to be supplied � 
18.6 Failure to pay the sum � 
18.7 Failure to meet the quality standards � 
18.8 Other (specify) � 

 
 
B19. How or in what way have the disputes been settled? 
 

19.1 Voluntarily � 
19.2 Through negotiations � 
19.3 Through mediators � 
19.4 Through friends/relatives � 
19.5 Through persons of “reputation” in the society   � 
19.6 Through judicial procedure � 
19.7 They are not settled � 
19.8 Other (specify) � 

 
 
B20.  If your disputes are settled through judicial procedure, what are the reasons for 

filing with court? 
 

20.1 I don’t know how I can otherwise protect my interests � 
20.2 The judicial process is more effective � 
20.3 The judicial process is less costly � 
20.4 The judicial process is less time-consuming � 
20.5 Through court I can reach “the desirable result”                      � 
20.6 The disputes arisen as per the signed agreement are to be settled though � 
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judicial procedure 

20.7 Given the internal rules of the Organization, no other approach was 

applicable � 
20.8 Other (specify) � 

 

B21. Where your disputes have been settled beyond the judicial system, why hadn’t you 
filed with court?  

 
21.1 The judicial process is costly � 
21.2 The judicial process is time consuming � 
21.3 The “required” amount is much less than the total cost of the judicial 
process � 
21.4 Non-formal payments required in the course of the judicial process (in 
terms of interest of the “required” sum or as the sum per se) is too high for 
achievement of the desirable result 

� 
21.5 Other (specify) � 
 

B22. Why have you preferred negotiation, mediation, verbal arrangements for your 
dispute resolution? 

 
22.1 Arranging the aforementioned options for dispute resolution is less 
costly � 
22.2 Arranging the aforementioned options is less time consuming  
22.3 The mentioned ways of dispute resolution enable the parties to reach a 
mutually beneficial agreement � 
22.4 If the decision re dispute resolution is not binding upon the parties, the 
latter may ignore it � 
22.5 It is possible to find a mediator whom the both parties trust � 
22.6 Mediator can be more unbiased and independent � 
22.7 Other  (specify) � 
 

B23.  How would you assess the judicial process by the following standards? 
 
 I am 

completely 
satisfied 

(4) 

I am satisfied 
to some extent 

(3) 

I am not 
completely  
satisfied (2) 

I am not at all 
satisfied 

(1) 

23.1  Duration     

23.2 Court costs     

23.3 Management of the 
judicial process 

    

23.4 Competence of the 
judge 

    

23.5 Competence of the 
advocate 
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23.6 Fairness of the 
decision/ruling 

    

 
B24. Have there ever been cases, when you have declined a transaction, since it was 
impossible to ensure mechanisms enabling to control and, when necessary, to apply 
compulsory measures in case the transaction is not carried out or is carried out 
improperly?  

• yes      

• no   
 
24.1 If yes, what cases? 
 

24.1.1 The potential “consumer”/”supplier” was not enough reliable to 

establish business relationship with him. � 
24.1.2 Together with the imperfect judicial system, the “reputation” of 

“consumer”/”supplier” or the scope of his/her connections, makes it 

meaningless to apply any mechanism or address such a requirement. 
� 

24.1.3 Other (specify) � 
 
 
24. 2 What is the approximate size of the lost profit resulting from failure to conclude 
that transaction? (mil. AMD) 

up to 0.5 �  0.5-1 �  1-5 �  5-10  �  more than 10 � 
 
 B25.  For how many times have you filed with court for protection of your rights in the 
period of 2003-2006? 

1 �  2 �  3-5 �  5-10  �  more than 10 � 
 
 
26. If you have filed with court, how long had it usually taken your organisation from 
preparing the statement of claim to the issue of court decision/ruling, of which.  
 

 

26.1 preparing the statement of claim and collecting documents for bringing an 
action: 

• 3 days    

• 7 days    

• Other (specify)____________      

 

26.2 for entry of the statement of claim and acceptance of the case into proceeding 
(beginning of the judicial process). 

• 3 days    

• 7 days    
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• Other (specify)_____________ _ 

 

26.3 The period between the accepting the case into proceeding to beginning of the 

first court session: 

• Up to 30 days              

• 30-60 days               

• Other (specify)______________      

26.4 The period between the first court session to decision making: 

• Up to 30 days                            

• 30-60 days     

• Other (specify) _____________      _ 

 

26.5 From taking a decision to implementation thereof: 

 

• 7 days    

• 7-30 days                       

• 30-60 days    

• Other (specify) _____________  
 
B27. How much was the amount of the claim (averaged) (mln. drams)?  

Up to 0.5 �  0.5-1 �  1-5 � 5-10  �  more than 10 � 

B28. In case you have been engaged in a judicial contest (s), how much was the financial 

costs for your  organization (where there is more than one judicial contest, than show 

the averaged index) in the whole period of preparing the statement of claim, filing it 

with court and implementing the court decision, of which. 

 

• Court costs, in particular: 

 

Costs of representative, advocate (thousand drams)  

500 �  500-1000 � 1000-2000 �  2000-5000 �    more than 5000 � 
 

 

o Costs of expert examination (thousand drams) 

up to 100 � 100-200 �  200-300 � 300-500  �  more than 500  � 
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• Fines/penalties (mil. drams) 

Up to 0.5 �  0.5-1 �  1-2 �  2-5 �   more than 5 � 
 

• Other expenses …………………………………………………………………................ 

 

B29. Do you think that there are non-formal/non-official payments in the judicial 

system? 

• yes      

• no   
 

29.1 If yes, what is their approximate amount (as % from the claim amount)?  
 

up to  5 �  5-10 �    10-20 �   more than 20 

� 
 

B30. How much is the loss incurred by your organization (if there are more than one 

judicial contest, bring the averaged index) as a result of loosing the case (mln. drams): 

1-5 �  5-10  �  10-50  � 50-100  �  more than 100  � 
 

B31.  Are you “compensating” for the costs connected with the judicial process by 

increasing the price of your product or services? 

• yes      

• no   
_________________________________________ 

B32. How long has it taken your organization to settle the existing dispute through 
negotiations, mediators, friends or relatives (days)? 

up to 15 � 15-30 �  30-90 �  90 -180  �  180 -365  �
 more than 365 � 

 
B33. “Costs” of what nature have emerged as a result of dispute resolution through 

negotiations, mediators, friends or relatives?  

• Providing mutual service                  �   

• Supply of goods (at a discount or free of charge)               � 

• Interest from the profit resulting from the dispute  resolution    � 

• cash (mln. drams )                            � 
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up to 0.5 � 0.5-1 �  1-5 �  5-10  �  more than 10 � 
 

• other (specify)……………………..      � 
 
 

B34. If you happen to have economic disputes with your suppliers/consumers in future, 

you would prefer to settle it through: 

34.1 Negotiations � 
34.2 Mediators � 
34.3 Friends/relatives � 
34.4 Persons of “reputation” in the society � 
34.5 Judicial procedure � 
34.6 Existing arbitration courts � 
34.7 Other (specify) � 
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