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CHAPTER  1.  DEMOGRAPHICS AND MIGRATIONS 
 
The continous decline in Armenia’s population of 1990s was first reversed in 2003, when an 
increase in population and a decrease in migration was recorded in addition to a new 
phenomenon – immigration of emigrants. This trend was noted in 2004 and 2005 as well. 
However, the negative trends of previous years (i.e., lower fertility rates and emigration of 
working-age people) resulted in reduction of children and increase of elderly among the 
population in Armenia. As a result, the future labor force is going to be smaller, the demand 
for basic education is going to shrink (39,984 children entered school for the first time in 
2005/2006 education year as compared to over 50,548 children that entered school in 
2000/2001), and the need for elderly care and pensions expand.  

1.1. Population trends  
Since 2001 population census the NSS RA is updating the number of de jure on a quarterly 
basis, using data on natural population growth (the difference between registered births and 
deaths) and migration balance (the difference between registered population and those who 
were removed from the population registry).   

According to the current estimates on January 1, 2004 for the first time since 1993, an 
increase in the de jure population was recorded; similarly, on January 1, 2005, the number of 
permanent population was reported at 3,215,800 exceeding the previus year by 3,600 people. 
On January 1, 2006 the permanent population of RA was reported at 3219,200 exceeding the 
2005 estimate by 3,400 people (Table 1.1).  

In 2005 the structure of population was similar to the trend recorded during the past 10 years; 
the growth rate of rural population still exceeds the growth of urban population1. In line with 
industry growth the internal migration recorded has changed and is from rural to urban areas 
now, in particular among young labor force. The share of rural population remained 
unchanged due to higher birth rates compared to urban areas, while the share of urban 
population was kept by both natural and mechanical growths. Thus, according to current 
estimates the urban population in Armenia at the end of 2005 was 64.1%, and rural population 
was 35.9%.   

Table 1.1. Permanent population in Armenia and urban/rural composition  1990-2006  
(of January 1 of each respective year) 

Composition (%) Year Total population 
(in 000) Urban Rural 

1990 3514.9 68.8 31.2 
1993 3463.7 68.1 31.9 
1996 3248.8 66.2 33.8 
1999 3232.1 65.3 34.7 
2001* 3213.0 64.3 35.7 
2002 3212.9 64.3 35,7 
2003 3210.3 64.2 35.8 
2004 3212.2 64.2 35.8 
2005 3215.8 64.1 35.9 
2006 3219.2 64.1 35.9 

     Source: NSSA, population statistics. 
      *) 2001 Population Census                                                    

                                                 
1 During that period the number of rural population increased by 55,700 people, which was  result of internal 
migration when many urban residents moved to rural areas because of the closeure of enterprises in urban areas 
and to be participants in land privatization, the higher fertility rate of rural population  contributed to this trend as 
well.  
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At the same time, population estimates based on the 2005 Integrated Living Condition Survey 
(ILCS)2 show somewhat lower share of permanent urban population (63.4 percent) and 
correspondingly higher share of rural population (36.6); in 2004 this indicators made 62.4% 
and 37.6% respectively.  

As it was mentioned, a change in population is determined by natural population growth (a 
difference between births and deaths) and migration balance.   

Natural population growth: Economic, political and socials uncertainties of the early 1990s 
induced changes in reproductive behavior.  As a result, total fertility rate measured as number 
of births per 1 woman in fertile age (15-49 years of age) dropped from 2.62 in 1990 to 1.21 in 
2002.  It increased subsequently to 1.383 and 1.366 in 2004 and 2005 respectively; however it 
remains deeply below the level needed for a mere replacement of the current population – 
lower than 2.15.  In 2005, total fertility rate was higher in rural than in urban areas (1.433 vs. 
1.326, in 2004 this ratio was 1.493 vs 1.323). 

Young women—20-24 years of age—had and continue to have the highest fertility rate; 
however the average age tends to increase. Thus, the average age of women giving births in 
2005 was 24.3 years; while the average age of those having their first child was 22.7 years. In 
2004 the average age of women giving births was 24.1 and the average age of those having 
their first child was 22.5.  In 1990 these indicators were 25.3 and 22.8 respectively.  

By the sequence of births, the third and subsequent newborns comprised 14.0 percent of the 
total number of live births, compared to 30.3 percent in 1990.  Another interesting feature of 
reproductive behavior in contemporary Armenia is a high share of non-marital births; as many 
as 36 percent of children were born out of registered marriage in 2004 and 2005; this share 
was 9.3 percent in 1990 (Table 1.2).  

Mortality rate has increased in Armenia compared to 1990. This is result of the deterioration 
in living standards of population and increase in share of elderly population (mortality rate is 
comparatevely higher in this age group) (Table 1.2). According to data presented in the table, 
the mortality rate indicator is increasing steadily as compared to a rather weak increase in the 
birth rate.      

Table 1.2: Armenia: Births and deaths 1990-2005* 
 Births Deaths 
 In thousands Per 1,000 population In thousands Per 1,000 population 
 Total Urba

n 
Rural Total Urba

n 
Rural Total Urba

n 
Rural Total Urba

n 
Rural 

1990 79.9 50.2 29.7 22.5 20.5 27.0 22.0 14.7 7.3 6.2 6.0 6.7 
1995 49.0 29.2 19.8 15.0 13.5 18.1 24.8 16.7 8.1 7.6 7.8 7.4 
2000 34.3 21.4 12.9 10.6 10.3 11.4 24.0 15.7 8.3 7.5 7.5 7.3 
2001 32.1 20.3 11.8 10.0 9.8 10.3 24.0 15.6 8.4 7.5 7.6 7.3 
2002 32.2 20.8 11.4 10.1 10.1 10.0 25.5 16.7 8.8 8.0 8.1 7.7 
2003 35.8 22.6 13.2 11.2 11.0 11.5 26.0 16.9 9.1 8.1 8.2 8.0 
2004 37.5 23.6 13.9 11.7 11.5 12.1 25.7 16.5 9.2 8.0 8.0 7.9 
2005   37.5 23.8 13.7 11.7 11.5 11.9 26.4 17.1 9.3 8.2 8.3 8.0 

        Source: NSSA. 
Note: Birth rates are calculated over revised population estimates (based on 2001 Census).   
 

Main Reasons of Mortality: According to statistical indicators there is a constant increase in 
death attributed to blood circulation diseases and neoplasm.  If in 1990 the mortality rate per 
100,000 people caused by the mentioned diseases was 306 and 98 people respectively, these 
indicators made 453 and 145 respectively in 2005.  During the same period deaths caused by 

                                                 
2 The sample data are extrapolated on general population. 
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disorders of the endocrin system, rational nutrition and metabolisms (diabetics in particular) 
have increased. The mortality rate per 100,000 people was 50 compared to 15 recorded in 
1990, while deaths caused by  digestive deseases were 21 versus 33 in 1990.  

Overall, between 1990 and 2005, the Armenian population increased by 368,700 or 10.5 
percent on the account of natural growth.    

Migration: Migration has reduced during the recent years. According to the results of 
Statistical Registration Coupons of Migration presented by the Regional Passport 
Departments of the RA Police using the data on numbers of persons who were taken off the 
registration books, the number of migrants in 2005 was 9,300, a decrease of 22.5% compared 
to 2000, when 12,000 people migrated from the Republic. Migration balance was -10.4 in 
2000 and decreased by 25% in 2005 to -7.8. However the number of emigrants has not 
changed much during the same period. 

According to the results of 2005 annual migration flows and interstate migration directions 
54.3% of 1500 immigrants arrived from Russia, 7.5% came from Georgia, 13.5% from 
Karabakh, 3.7%  arrived from Ukraine, 1.1% arrived from Uzbekistan and 12.4% from other 
countries.  At the same time 67.3% of emigrants migrated to Russia, 7.6% left for USA, 4.7% 
moved to Karabakh, 4.5% to Ukraine, 1.9% to Belorussia, and 2.9% left for other CIS 
countries or Israel, Czech Republic,  Canada 7.5% of immigrants and 11.1% of emigrants do 
not specify the country they have arrived from or the country of destination.  

According to internal migration flows the population internal movement was as follows: 
3,200 persons or 48.5% of urban migrants moved from one city to another, while 3,400 
moved from urban areas to rural settlements. 1,500 people or 63.2% of rural migrants moved 
from village to city and 900 or 36.8% of rural migrants moved from one village to another.   

The number of households who reported having a migrant member aged 15 or older tends to 
decrease every year. In 2004 every fifth household reported having a migrant member. 
According to 2005 ILCS only 17% of households reported having a migrant member aged 15 
or older (Table 1.3). Though the migration trends remain similar across 2004 and 2005 
surveys, some structural changes were recorded as well. For instance 53% migrated to Russia, 
but the proportion of members who left to search for a job or to study  has decreased. The 
proportion of those who left for any European country has increased marginally, while 
proportion of migrants to USA, Canada and CIS      countries has decreased. The main reason 
cited for migration to these countries was to search  for work.  

Trends of internal migration changed across 2004 and 2005 ILCS. The proportion of migrants 
to Yerevan or rural areas decreased, while proportion of households who reported having a 
migrant member aged 15 or older who moved to another city in Armenia has increased by 
13.1 percent.   They moved mainly to work or to study. Among other reasons cited as the 
purpose of migration was because of family issues. 
Table 1.3.  Armenia. Households with migrant members 15 years of age and older by destination 

and reasons for migration (in %) 
Reasons % of households with 

migrant members 15+ 
years of age 

To search for a 
job To work To study Other family 

reasons Destination 

2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 
Yerevan  9.5 8.8 5.5 2.0 9.6 12.1 45.9 53.1 39.0 32.8 
Other town in 
Armenia  14.6 16.8 1.9 0.0 4.2 4.5 7.0 7.2 86.9 88.3 

Other village in 
Armenia 9.3 8.5 0.0 0.0 9.0 8.9 0.0 0.0 91.0 91.1 

Russia  53.3 52.6 32.4 28.0 50.4 53.7 2.2 1.4 15.0 16.9 
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Reasons % of households with 
migrant members 15+ 

years of age 
To search for a 

job To work To study Other family 
reasons Destination 

2004 2005 2004 2005 2004 2005 2004 2005 2004 2005 
Other CIS town 3.0 2.4 16.9 7.7 29.1 35.0 6.3 4.1 47.7 53.2 
European 
countries 3.3 3.4 47.5 38.4 29.1 25.9 10.1 8.3 13.4 27.4 

USA and Canada 1.7 1.5 29.1 42.5 26.2 24.9 10.0 0.0 34.7 32.6 
Other 5.3 6.0 4.2 2.4 8.6 10.0 3.1 2.3 84.1 85.3 
Total  100 100 20.9 17.2 32.0 33.5 7.4 7.1 39.8 42.2 
     Source: ILCS 2004 and 2005. 

 
The ILCS also reports that some of the migrants have returned.  About 5 percent of 
households with migrant members reported also have members who have returned (compared 
to 10% of 2004). This could be a result of positive changes in labor market and also 
sustainable economic and political developments in the country.  Unfortunately the main 
reasons of immigration are not analyzed as the ILCS survey questionnaire does not contain 
questions that would allow further insights into decisions to return home.    

1.2. Age composition and Structure of Households  
 
A fewer number of births, combined with relatively long life expectancy at birth for both 
males and females (in 2005, 70.3 and 76.5 years, respectively) have caused substantial change 
in the age composition of the population in Armenia between 1990 and 2006 (Figure 1.1).   
The share of children up to 16 dropped from almost one third to less than one fourth, while 
the share of the elderly increased by 3.6 percent points (from 9.1 in 1990 to 12.7 in 2006), 
despite moving the working age upwards by 4 years for women and 3 years for men.   
At the beginning of 2005, there were 579 children up to 16 years of age and elderly per each 
1,000 people in working age. In 2006 this indicator has reduced to 548 people. This trend 
seems positive at the first sight but the reduction was result of reduced share of children and 
this change will not only raise serious demographic issues in Armenia, but also the demand 
for social services, in particular health and education.     

 
Figure 1.1: Armenia: Age composition of the population 1990 and 2006 

Source: NSS RA. 
 Note: Data on population are as of January 1.  Working age population defined as population 16+ till retirement age. The 
retirement age has been increasing gradually and for 2004 it was 63 years for men and 60 years for women 
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According to survey data the households in Armenia are mainly many members. The share of 
households with 3 and less members was 41.3 percent compared to 42% in 2004. Many 
member households (7 and more members) were mainly rural residents; proportion of this 
type of households was 1.9 times higher as compared to urban areas.   According to the 
Survey estimates, 4-member households were the most common type of households in urban 
settlements; each fifth household was of that type.  In rural areas, 4-member households were 
also common (19.5%); however there were many 5-member households as well 19.8 percent 
(Table 1.4).   

Table 1.4: Armenia: Households by size 2004 and 2005  
(%; permanent population)  

Percent to Total 
Household size According to 2004 

ILCS According to 2005 ILCS 

One member 10.9 12.3 
Two members  16.5 15.0 
Three members 14.6 14.0 
Four members 21.6 21.2 
Five members 17.2 17.6 
Six and more members 19.2 19.9 

Source: ILCS 2004 and 2005 
 
The percent of households that reported no children have increased compared to 2004. 52% of 
households reported not having children younger than 16 years of age compared to 45.3% 
recorded in 2004 survey.  Every fifth household reported having one or two children.  
Households with 3 and more children made up about 8 percent of total households, but most 
of them were households with three children as those with four or more were rare - 1.8% 
(Table 1.5).   

Table 1.5: Armenia: Households by number of children up to 16 
According to survey results (by permanent population) 

As percent to total  
Composition of Households 

2004 ILCS  2005 ILCS  
Households total 100 100 
     With one child 22.2 20.6 
      With two children 22.9 19.7 
      With three children 7.2 6.0 
      With four children  1.8 1.4 
      With five and more  children 0.6 0.4 
      Without  children 45.3 51.9 

    Source: 2004 and 2005ILCS 
 
An overwhelming majority of households was headed by males (68.7 percent).  The proportion of 
female-headed households was higher in urban than in rural areas (33.6 vs. 26.6 percent, 
respectively, in 2004) and has increased compared to previous year (these indicators were 
32.8 vs. 29.0 percent, respectively in 2004). On average, there were 0.35 children per female 
headed households and 0.54 children per male-headed households. 

The number of divorces continues to increase. In 2004, there were 17,000 marriages and 
2,000 divorces, while in 2005 these indicators were 16624 and 2466 respectively.  In 2004, 
the respective numbers were 17,000 and 2,000. The number of divorces was declining until 
1999.  The trend reversed afterwards and in 2005 there were almost 50 percent more divorces 
than in 2000, while divorces increased by 19% compared to 2004. 
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CHAPTER 2:  ARMENIA’S ECONOMIC DEVELOPMENTS IN 2004-2005 
2.1. Improvements in Microeconomic Environment 
 
Economic growth was sustained in 2005. The strong economic growth of 2001 – 2005 was the 
result of well-sequenced structural reforms and prudent economic policy. Due to this growth, 
Armenia joined the group of middle income economies.  The growth brought about an 
increase in real wages, stabilized employment, and increased spending on social services and 
transfers, all of which, combined with a growing stream of remittances, contributed to a 
significant reduction in poverty in Armenia. 

The growth of real GDP was 14% in 2005 compared to previous year. Almost all branches of 
economy have their contributions to increasing overall growth, which resulted in significant 
structural changes in GDP. Growth rates were significant in construction; in 2005 the share of 
construction was 21.7% of GDP (Table 2.1).  

Table 2.1. Armenia. GDP by branches of economy (% of GDP) 

Indicators  2003  2004  2005 

GDP real growth,%, includingª 14.0  10.5  14.0 

Shares in GDP  %    
Industry  19.3  19.2  18.8 

 Agriculture  21.5  22.5  18.7 
Construction  15.7  15.6  21.7 

 Transport and Communication  5.9  6.0  5.6 
 Trade and Public catering  10.9  11.2  10.5 
Other branches  17.6  17.1  16.2 
Net indirect taxes   9.1  8.4  8.5 
Total GDP in market prices 100.0 100.0 100.0 

Source: NSS RA  
 

During the reporting period the Armenian national currency continued appriciating over the 
US dollar and other foreign currencies. This is result of continous increase in foregn currency 
inflows in forms of private transfers, state grants and foreign dirrect investments. Reduced 
share of official transfers in GDP increased 1.4%3 ; the low level of final consumption in 
GDP, which was 86.8%4 of GDP in 2005, reduced the fiscal deficit (current account without 
official transfers) which was about 271 million USD5 or 5.5% of GDP is among the positive 
structural changes in line with economic developments.  

 
 
 
 
 

                                                 
3 At the initial stage of structural reforms the official transfers have significant role in financing the gross 
demand in Armenia. During  the period of 1995-2005 the share of official transfers reduced to 1.4% in 2005 
compared to 12% of GDP in 1995.   
4 Such an indicator of consumption was first recorded in 2002. 
5 During the period of 1995-1998 the fiscal deficit (curent account deficit) (without official transfers) was 
increased to 515.7 million USD over 368 million USD of 1995. The ratio of the current account deficit over GDP 
was 27% on average during 1995-1998. In 1999 due to incresed flows in foreign trade (in particular with rapid 
decline in imports) the current account deficit (without official transfers) was 400.7 million AMD or 21.7% of 
GDP.  
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Table 2.2. Armenia macroeconomic indicators in 2001-2005 
 2001 2002 2003 2004 2005 
Nominal GDP (billions of dram) 1175.9 1362.5 1624.6 1907.9 2244.0 
Real GDP (1998 prices) 1145.0 1296.1 1477.6 1632.7 1861.3 
Real GDP growth (annual % change) 9.6 13.2 14.0 10.5 14.0 
Exchange rate (period average) 555 573 579 533 458 
GDP (millions of US dollars) 2,118 2,376 2,807 3,577 4,903 
Official unemployment rate, % 10.4 10.8 10.1 9.6 8.2 
Average nominal wage (000 drams) 293.8 327.9 417.4 521.3 624.7 
Inflation (period average) 3.1 1.1 4.7 7.0 0.6 
Public expenditures (% of GDP) 23.6 22.0 22.4 20.7 21.8 
Fiscal deficit (% of GDP) -4.2 -2.5 -1.3 -1.5 -1.7 

    Source: NSS RA 
 

State budget revenues increased in 2005 in line with economic growth. State budget revenues 
increased due to improved tax administration in particular a simplified process for license 
provision and state registration of businesses. Initiatives directed to regulate tax regimes and 
the introduction of social cards supported to increase the tax revenues.  

 
Table 2.3. Armenia: Public revenues, expenditures and fiscal deficit,  

% of GDP   
 2001 2002 2003 2004 2005 
Total revenues  19.5 19.5 21.2 19.2 20.1 

Consolidated budget tax revenues 14.8 15.0 14.4 14.5 13.9 

Total expenditures 23.6 22.0 22.4 20.7 21.8 

Fiscal deficit  -4.2 -2.5 -1.3 -1.5 -1.7 
      Source: NSS RA 
Fiscal restructuring and improved fiscal performance fostered by steady economic growth 
have made more resources available to the Government, enabling it to focus more on social 
sectors, and thus better align the composition of state budget expenditures with the poverty 
reduction strategy priorities.  As a result, the social sectors increased their share in total 
consolidated budget expenditures from 42.6 percent in 2004 to 44.5% in 2005 (Table 2.4).  
Most of the increase can be accounted for by improved budget allocations for the health and 
education sectors, with the emphasis on primary health care and basic education programs, 
access to which is particularly important for improving the well-being of the poor.  

Table 2.4. Armenia: Consolidated budget spending on social sectors* 2001-2005  
(% of total consolidated budget expenditures). 

 2001 2002 2003 2004 2005 
Education and science  11.3 10.6 10.5 13.1 13.2 
Health  5.7 5.3 5.4 6.2 6.3 
Pensions** 11.2 11.4 11.1 11.2 11.3 
Pensions as % of GDP  2.7 2.5 2.5 2.3 2.5 
Social assistance, including the family poverty 
benefit 9.5 8.8 8.7 9.5 

 
8.8 

Other social programs***  2.5 2.7 4.3 2.6 2.1 
TOTAL 40.2 38.8 40.0 42.6 44.5 

Source: NSSA, MFE and SSIF 
Notes: *Includes allocations from the State Budget, State Social Insurance Fund and consolidated budgets of 930 local 
communities  **Refers to old-age, disability and survivors’ pensions financed and administered by the State Social 
Insurance Fund under the mandatory pension insurance scheme.  ***Includes expenditures on culture, religion, sports 
and information  
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2.2. Growth and poverty  
 
The economic growth over the last five years brought about an increase in real wages, 
stabilized employment and increased spending on social services and transfers, all of which, 
combined with a growing stream of remittances, contributed to a significant reduction in 
poverty in Armenia.  From 2004-2005 overall poverty incidence declined from 34.6% to 
29.8%, while the extreme poverty decreased from 6.4% to 4.6%. Poverty became shallower 
and less severe as well.  
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To calculate a numeric expression of the economic growth on poverty reduction the poverty to 
GDP elasticity coefficients were applied. Poverty to GDP elasticity coefficients presented in 
Table 2.5 show that for each percentage point of economic growth recorded over 2001-2005, 
overall poverty incidence declined by 0.67 percentage point.  The elasticity was strongest in 
Yerevan and weakest in other urban areas.      

 

Table 2.5. Armenia: Poverty-to-value-added elasticity estimates, 2001-2005 
 

 2001-2003 2001-2004 2001-2005 
Overall poverty reduction-to-GDP elasticity -0.54 -0.76 -0.67 
a) Urban poverty reduction-to-GDP elasticity  -0.81 -0.71 -0.66 
       1) Yerevan poverty reduction-to-GDP elasticity  -1.26 -0.89 -0.79 
       2) Non-Yerevan urban poverty reduction to GDP 
elasticity  -0.41 -0.54 -0.54 
b) Rural poverty reduction-to-GDP elasticity -0.08 -0.83 -0.68 

       Source: NSS RA and ILCS  
 
 
 
 

Figure 2.1: Armenia: GDP, employment and real wages, 2000=100, % 
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Chapter  3: POVERTY PROFILE 2004-2005 
 

The “pro-poor” economic growth in Armenia continued the poverty reduction trends in 2005. 
The steady and accelerating economic performance, more jobs and growing wages, increased 
pensions and other social transfers and robust growth in remittances from the Armenians 
working abroad have decreased inequality in income and consumption distribution and 
became the main engines behind poverty reduction. Poverty became shallower and less 
severe. However, poverty still remains an important issue in Armenia as 29.8 percent of the 
population—about 960,000 people are poor and among them about 150,000 very poor. 
Poverty continues to be higher in urban areas other than Yerevan city, while the capital city of 
Yerevan has benefited the most from economic growth. Residents of rural areas gained the 
least compared to Yerevan city and other urban areas.   

3.1. Poverty indicators and their trends  
Poverty trends: During this period the share of poor population has decreased to 29.8 percent, 
while very poor declined from 6.4% to 4.6%.  Poverty has become shallower and less severe, 
as the poverty gap and severity of poverty have declined significantly as well. In 2005, the 
poverty gap was estimated at 5.4 percent, down form 7.4 in 2004; while severity of poverty 
was estimated at 1.6 percent (down form 2.4).   

 
Table 3.1. Armenia: Poverty indicators in 2004 and 2005, percents 

 
    2004                                                                                    2005 

 
Very 
Poor 

Poor 
 

Share in
total 

populati
on 

Poverty 
gap 

 

Severity 
of  

Poverty

Very 
Poor 

Poor 
 

Share in 
total 

populatio
n 

Poverty 
gap 

 

Severity of 
Poverty 

Urban areas 7.5 36.4 62.4 8.4 2.8 5.3 30.7 63.5 5.9 1.9 
  Yerevan 6.1 29.2 31.8 6.5 2.2 3.6 23.9 32.6 4.0 1.2 
   Other urban 9.2 43.9 30.6 10.3 3.5 7.2 37.8 30.9 8.0 2.6 
Rural 4.4 31.7 37.6 5.7 1.6 3.2 28.3 36.5 4.6 1.2 
Total  6.4 34.6 100.0 7.4 2.4 4.6 29.8 100.0 5.4 1.6 

Source: Integrated Living Conditions Survey 2004 and 2005. 
Note: Consumption is measured per adult equivalent.  Poverty indicators are computed using the 2004 minimum food 
basket and the non-food share estimated in 2004. 2005 poverty lines are adjusted for inflation.  Poor are defined as those 
with consumption per adult equivalent below the poverty line, while very poor (extremely poor) are defined as those with 
consumption per adult equivalent below the food (extreme) poverty line.  In 2005, the overall poverty line and the food 
line expressed per adult equivalent per month were 20,289 and 13,266 drams respectively.  (Annex 1).  The poverty gap of 
5.4 percent indicates that if the country could mobilize resources equivalent to 5.4 percent of the poverty line for each 
individual (both poor and non-poor) and if these resources were allocated to the poor, poverty would be theoretically 
eliminated. If calculated over the poor population only, the poverty gap indicates poverty shortfall or deficit, i.e., it shows 
how much the average income/consumption of the poor falls short of the poverty line.  The severity of poverty measures 
the inequality among the poor; it takes into account that some poor are further away from the poverty line, while some 
have consumption closer to it.    

 

Factors behind poverty reduction: The most important factor behind poverty reduction in 
Armenia is steady and accelerating economic growth.  Good economic performance combined 
with decreasing inequality and a robust stream of remittances from Armenians working 
abroad has enabled an increase in real consumption.  As reported by the 2005 ILCS, real 
average monthly consumption for the entire population increased by 13.1 percent in 
comparison to 2004.  
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Poverty by economic regions:  Poverty in Armenia was higher among the urban than rural 
population, although the difference has been narrowing and was not strongly pronounced in 
2005.  Poverty responded more strongly to growth in urban than in rural areas, due to better 
integration of the urban poor in labor markets.  

 
Figure 3.1: Armenia: Composition of very poor and poor by regions, 2004 and 2005 (%)  
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                Source: ILCS 2004 and 2005 
 

The capital city of Yerevan, where most of the economic opportunities were concentrated, has 
benefited from growth the most, as it experienced the highest reduction in poverty incidence.  
In contrast, urban areas outside Yerevan (i.e., secondary cities) have recorded the smallest 
poverty gains, remaining the poorest segment of Armenian population.  Most of the poor are 
urban residents, reflecting the urban/rural composition of total population (Table 3.1); 
however the smallest reduction on poverty was recorded in rural areas (Figure 3.1). 

In 2005, rural areas had the smallest and non-Yerevan urban areas the highest incidence of 
very poor population (3.2 and 7.2 percent respectively). This situation indicates that 
subsistence agriculture played an important role in protecting people from falling into extreme 
poverty.  As food production is the dominant source of income/consumption for rural 
households (mainly in the form of personal consumption), the relative price increase of food 
products had a favorable impact on rural poverty reduction.  Yet, it should be noted that rural 
poor were mostly employed in agriculture, with a negligible share working in the non-farm 
sector.  Employment in the non-farm sector, as shown by empirical evidence from Europe and 
Central Asia country case studies (Alam et al.,  2005) has become, on average, far more 
rewarding than any type of farm employment and a major correlate of income growth for the 
rural poor and consequently of rural poverty reduction. 

The poverty trends by economic regions in Armenia are similar to those observed in other 
countries in the Europe and Central Asia Region.  Empirical evidence from those  countries 
shows that the capital cities have benefited the most from improved economic performance; 
rural areas have lagged behind; while urban areas outside the capital cities have benefited the 
least (Alam et al., 2005).      
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Poverty by marzes:  Armenia is administratively divided into 11 regions (marzes).  The 2004 
and 2005 rounds of the ILCS are the only surveys conducted in Armenia that are 
representative at the marz level.  Table 3.3 presents poverty measurement results for 2004 and 
2005 by marzes.In 2005, most of the marzes the poverty incidence was not significantly 
different from the national average except for Shirak, Gegharkounik, and Kotayk and 
Aragatsotn marzes. With almost 43 percent of the population below the poverty line, Shirak, a 
high altitude marz devastated by an earthquake in 1988, was still the poorest in Armenia.  It is 
worth to mention that the extreme poverty in Shirak marz has declined twice compared to 
previous year (to 4.3% from 10.4% in 2004). Extreme poverty has declined drastically in 
Gegharkounik marz from 4.5% in 2004 to 2.9% in 2005 and in Aragatsotn marz from 5.6% in 
2004 to 3.1% in 2005. Significant declines in both overall poverty and extreme poverty 

Box 3.1: Poverty trends in Armenia 1998/99-2005 based on the “old” methodology 
 
Poverty measures used in PRSP are based on the methodology previously used by the National 
Statistical Service. As already explained in the introductory section, that methodology was 
changed and the analysis of the poverty situation in Armenia since 2004 is based on the adjusted 
methodology.  The adjustments include new poverty lines and more comprehensive consumption 
aggregate measured in per adult equivalent terms in order to take into account differences in 
consumption between children and adults and account for welfare effects of family members 
residing together (see Methodological Explanations). To support the monitoring of PRSP 
indicators NSS RA will continue publishing the poverty incidence measured by old methodology as 
well. Thus the poverty trends in Armenia using old methodology are presented in table  3.2:             

Table 3.2: Armenia: Poverty trends 1998/99-2005; based on “old” methodology (in %)  
(total as percent of present population) 

 Poverty incidence 

 All Urban Yerevan Other urban Rural 
Poverty 

gap 
Severity of 

poverty 

 Very poor   
98/992 22.9 23.2 21.0 25.2 22.6 5.9 2.2 
2001 16.0 18.3 16.8 19.6 11.3 3.3 1.0 
2002 13.1 15.0 11.8 18.4 10.2 2.4 0.7 
2003 7.4 7.9 3.7 12.2 6.8 0.7 0.1 
2004 7.2 8.6 6.2 11.0 5.0 1.5 0.5 
2005 5.5 5.9 3.5 8.4 4.7 1.0 0.3 

 Poor   
98/992 55.1 58.3 54.7 61.6 50.8 19.0 9.0 
2001 50.9 51.9 46.7 56.7 48.7 15.1 6.1 
2002 49.7 52.6 43.8 61.9 45.3 13.5 5.2 
2003 42.9 39.7 29.6 49.9 47.5 8.9 2.8 
2004 39.0 38.0 29.4 46.9 40.6 9.9 3.5 
2005 34.5 34.1 27.3 41.2 35.2 7.8 2.6 

Source: Integrated Living Conditions Survey 1998/99-2005. 
Note: Poverty lines were established in 1996 using the basic needs approach (food line is used as a benchmark for very 
poor population; the complete poverty line comprises non-food consumption allowance as well—about 35 percent of 
the complete line). The welfare measure is consumption per capita.  Consumption aggregate includes nominal 
expenditures on durables not their rental value.  It does not include either rental value of housing or already owned
durables.   

 
These results based on the “old” methodology are similar to those obtained using the adjusted 
methodology: both the incidence of very poor and poor households decreased significantly; as 
did the poverty gap and severity of poverty. The capital city of Yerevan experienced the highest 
reduction in poverty; urban areas outside Yerevan remained the poorest in Armenia; the 
incidence of very poor population was the lowest in Yerevan and the highest in secondary 
cities.  Urban-rural differences in overall poverty incidence were even less pronounced in 
comparison to the results obtained using adjusted methodology.   
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incidence was recorded in Vayots Dzor and Syuinik marzes: from 28.9% and 4.1% in 2004 to 
19.2% and 1.8% respectively in Vayots Dzor marz and from 36.5% and 5.9% in 2004 to 
28.9% and 2.3% respectively in 2005 in Syuinik marz.  

Under these positive trends increase in extreme poverty incidence in Ararat and Lori marzes 
from 6.4% and 4.5% of 2004 to 7.4% and 5.8% in 2005 respectively is  concerning. However 
the overall poverty incidence has reduced in these marzes.   

 
Figure 3.2. Armenia: Poverty measures by marzes in 2004 and 2005 (in %) 
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Source: ILCS 2004 and 2005 

 
Table 3.3: Armenia: Poverty measures by marzes, in   2004 and 2005 (in %) 

 2004 2005 

 
Extreme 
poverty 

incidence 

Poverty 
Incidence 

Extreme 
poverty 

incidence

Poverty 
Incidence

 Share in 
the poor 

 Share in 
total 

population 

Poverty 
gap 

Severity of 
poverty 

Yerevan 6.1 29.2 3.6 23.9 26.1 32.6 4.0 1.2 
Aragatsotn 5.6 35.4 3.1 32.3 5.1 4.7 5.2 1.3 
Ararat 6.4 32.7 7.4 30.9 9.1 8.7 6.6 2.2 
Armavir 6.6 36.0 3.8 31.6 8.4 7.9 5.2 1.5 
Gegharkounik 4.5 41.9 2.9 36.8 9.2 7.5 6.6 1.7 
Lori 4.5 31.3 5.8 28.8 9.3 9.6 6.3 2.1 
Kotayk 9.2 39.3 8.7 34.5 11.2 9.7 8.0 3.1 
Shirak 10.4 48.8 4.3 42.5 12.6 8.9 7.2 1.9 
Syuinik 5.9 36.5 2.3 28.9 4.4 4.5 3.2 0.8 
Vayots Dzor 4.1 28.9 1.8 19.2 1.2 1.8 1.8 0.5 
Tavoush 3.3 30.5 3.8 25.8 3.5 4.1 4.9 1.3 
Total 6.4 34.6 4.6 29.8 100.0 100.0 5.4 1.6 
Source: ILCS 2004 and 2005. 
Note: This table with statistical errors is presented as Table A3.1 in Statistical Annex   

 
Poverty incidence sensitivity to changes in the poverty line: The number of very poor people 
appears more sensitive to changes in the poverty line than overall poverty, which indicates 
higher concentration of individuals around the food line than around the complete poverty 
line.  Table 3.4 presents changes in poverty incidence for a given change in the poverty line.  
If the poverty line increases by 5 percent, extreme poverty will increase by 30 percent, while 
overall poverty will increase by 8 percent.  However, those changes in extreme poverty and 
overall poverty are not statistically significant.  The same conclusion appears if the poverty 
line decreases by 5 percent.  Significant changes (at the 1% significance level) in poverty 
incidence appear when the poverty line increases or decreases by 10 percent.   
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Table 3.4:  Armenia: Changes in poverty incidence with respect to changes in 

poverty line, 2005  
Changes in poverty line Very poor (%) Poor (%) 
     Unchanged, 0% 4.6 29.8 
     +5% 6.0 32.1 
     -5% 3.5 23.1 
     +10% 7.5 36.2 
     -10% 2.4 19.0 
Source: ILCS 2005 

 
Consumption vs. income poverty:  Table 3.5 illustrates comparisons between consumption and 
income poverty in Armenia in 2004 and 2005.  As expected, income based poverty estimates 
were higher than those based on consumption as a welfare measure.  The difference is mostly 
explained by much higher inequality in income than consumption distribution, as difference 
between the average income and consumption levels was not particularly high (the income to 
consumption ratio was 0.83 in 2004 and 0.91 in 2005).  

Table 3.5. Armenia: Consumption and income poverty incidence in 2004 and 2005 
 2004 2005 
Consumption per adult equivalent, drams, spring 2004 prices 26202 29627 
Income per adult equivalent, drams, spring 2004 prices 21656 23984 
Income/consumption ratio 0.827 0.911 
Consumption poor   
Very poor 6.4%  4.6%  
Poor 34.6%  29.8 %  
Income poor   
Very poor 33.2%  28.4 %  
Poor 58.5%  53.4%  
Source: ILCS 2004 and 2005   
Note: Income is defined as total disposable income and includes cash income, monetary value of consumption in kind and 
recourses taken from wages.  

 
Looking at the overlapping of consumption and income poverty incidence in 2005 (Figure 
3.3), it appears that a large percentage of individuals whose income was below the poverty 
line had consumption above it: only 14 and 46 percent of individuals who were income very 
poor and poor respectively belonged to the category of consumption poor as well.  The 
opposite holds for those who were consumption very poor and poor.  About three quarters of 
them were income poor as well. The remaining one quarter had consumption which did not 
exceed the food or complete poverty lines, while their income did.  

 
Figure  3.3. Armenia: Armenia: Consumption and income poverty incidence in 2004 and 2005 
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Source: ILCS 2004 and 2005. 
Note: C&I denotes the incidence of those who are both consumption and income very poor/poor. 
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How much would it cost to eliminate poverty?  Armenia would need 42.4 billion drams or 1.9 
percent of GDP—in addition to resources already spent on social assistance—to eliminate 
poverty, assuming perfect targeting of assistance to the poor (Table 3.6).  Eradication of 
extreme poverty would require about 3.5 billion drams or 0.2 percent of GDP in addition to 
social assistance already received by the very poor and assuming perfect targeting6.     

20.023 billion drams was allocated for social assistance in 2005 or 0.89 percent of GDP, while 
in 2004 public spendings for social assistance made 16.100 billion drams or 0.85% of GDP. 
As perfect targeting is unlikely, and as evidenced by other counties, the actual resources 
needed to eliminate poverty would be significantly higher. For market economies, it has been 
calculated to be at least double the minimum costs necessary for eliminating poverty under 
conditions of perfect targeting.  

Table 3.6: Armenia: A monetary magnitude of poverty reduction 2004 and 2005  
 

2004 2005 

 Very poor Poor Very poor Poor 
Average consumption of the poor 
  (drams per adult equivalent per month) 10,340 15,244 11293 16600 

Poverty line (drams per adult equivalent per 
month) 12,467 19,373 13266 20289 

Additional consumption needed (drams per month) 2,127 4,129 1973 3689 
Shortfall: % of poverty line needed for the poor 17.1 21.3 14.9 18.2 
GDP (billion dram) 1,896.4 1,896.4 2,244.0 2,244.0 
Budget required (billion dram) 5.2 54.4 3.5 42.4 
Budget required in % of GDP 0.3 2.9 0.2 1.9 
Source: NSS RA and ILCS 2004 and 2005. 

 
 

As discussed in the chapter on social protection, social assistance in Armenia is fairly well 
targeted.  However, there is a room for improvements in targeting, as almost 14 percent of the 
resources allocated to the targeted family poverty benefit appear to be received by non-poor 
population.  

3. 2. The poverty profile and its changes over 2004-2005 
 

The poverty profile did not change much over the observed period:    

(a) There were no gender differences in poverty in 2004 and 2005 (Table 3.7). As Figure 3.4 
indicates, there were no significant difference in level of poverty between male and female.  

Figure 3.4. Armenia: Poverty Incidence by gender in 2004 and 2005 
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6 Amounts requested are smaller compared to 2004, which is explaned by reduced number of poor.  
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(b) Children under five were more affected by extreme and overall poverty than other age 

groups.  The poverty incidence was the lowest among elderly and this can be 
explained by increased pensions and elimination of pension arrears.  Improved 
economic conditions of elderly were observed in all transitional countries over the last 
five years. 

 

Table 3.7: Armenia: Poverty measures by gender and age groups, 20004 and 2005 (in %)  
2004 2005 

 Very  
poor 

Poor Very 
poor 

Poor  Share in the poor  Share in the 
population 

Gender       
Female 6.4 34.3 4.6 29.7 53.5 53.8 
Male 6.4 35.0 4.5 30.1 46.5 46.2 
Age groups       
Children 0-5 8.0 41.9 5.1 34.9 8.1 6.9 
Children 6-14 7.2 36.6 5.3 32.0 14.8 13.8 
Children15-17 6.4 35.7 4.7 31.2 6.2 6.0 
Aged 18-25 6.3 35.3 5.4 29.2 13.4 13.7 
Aged 26-45 6.7 35.7 4.5 30.3 27.1 26.7 
Aged 46-60 5.4 29.8 4.1 27.2 15.7 17.2 
Aged 61+ 5.5 31.2 3.5 27.9 14.7 15.7 
Total 6.4 34.6 4.6 29.8 100 100 

  Source: ILCS for 2004 and 2005     

 
 

Figure 3. 5. Armenia: Poverty measures by age groups in 2004 and 2005 
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Source: ILCS 2004 and 2005 
 
(c) Larger households with children faced higher poverty risk.  The relative poverty risk 

increased with household size (Table 3.8).  The important factor in explaining poverty in 
extended families is the dependency ratio.  Larger households have more children and, 
thus, a lower ratio of income earners than smaller households, which causes their 
consumption levels to be lower.    
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Table 3.8: Armenia: Poverty measures by household size, 2004 and 2005 (in %)  
2004 2005 

 Very 
poor 

Poor Very 
poor 

Poor  Share in the poor  Share in the 
population 

Number of 
household members 

      

1 1.6 13.2 1.9 15.7 1.9 3.7 
2 3.9 20.3 2.1 18.7 6.0 9.5 
3 3.8 25.3 3.2 18.9 8.5 13.4 
4 5.3 28.5 4.0 25.0 18.6 22.2 
5 5.2 36.3 4.7 34.8 24.9 21.4 
6  7.7 39.7 6.1 34.0 17.7 15.5 
7 or more 11.9 52.8 7.2 46.8 22.4 14.3 
Total 6.4 34.6 4.6 29.8 100 100 

        Source: ILCS 2004 and 2005 
 

In Armenia, the presence of children increased the poverty incidence, but only households 
with three and more children experienced significantly higher poverty risk than the national 
average in 2005 (Table 3.9).  However, these results should be treated with caution since the 
outcomes largely depend on the assumptions made regarding the equivalence scales and 
economies of scale (Lanjouw and Ravallion, 1995).  

 
Table 3.9: Armenia: Poverty measures by number of children and elderly,  

2004 and 2005 (in %)  
2004 2005 

 Very poor 
 

Poor 
 

Very poor 
 

Poor 
 

Share in the 
poor 

 Share in the 
population 

Number of children       
0 child 4.0 24.0 2.9 22.2 22.0 29.6 
1 child 5.5 34.5 4.5 29.6 22.1 22.3 
2 children 7.4 36.2 5.4 32.1 33.4 31.1 
3 children 5.9 41.1 4.9 37.4 14.9 11.8 
4 and more 14.7 53.1 8.3 43.9 7.6 5.2 
Number of elderly       
0 elderly 6.0 33.3 4.7 27.6 52.2 56.6 
1 elderly 7.0 34.4 5.2 32.8 30.1 27.3 
2 and more elderly 6.7 39.6 3.2 32.8 17.7 16.1 
Total 6.4 34.6 4.6 29.8 100 100 
             Source: ILCS 2004 and 2005 
 

(d) Presence of elderly members did not increase the poverty risk significantly.  A typical 
Armenian household, which consists of two adults and two children, experiences lower 
than the average poverty risk.  If elderly are included in this typical household, the 
poverty risk increases slightly (Table 3.9).  Households consisting of only elderly people 
experienced substantially lower poverty risk than the national average (35 percent lower 
than the average, Table 3.10).  

 
(e) Female headed households with children were more likely to be poor compared to the 

national average, and they comprised 20 percent of poor in 2005 (and 15 percent of the 
population; Table 3.10).  The high share of female headed households could be 
explained by emigration and its patterns—it is normally a father who heads abroad in 
search of better employment opportunities.  Then once he establishes himself, the family 
would follow.  High poverty among those families may be explained by a number of 
factors including lack of or low wage employment opportunities, the departed spouse 
may not be able to or unwilling to support the family and others.   
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Table 3.10: Armenia: Poverty measures by household composition, 2004 and 2005 (in %)  
2004 2005 

 Very 
Poor 

Poor Very 
poor 

Poor  Share in the 
poor 

 Share in 
population 

1 adult, no children 0.6 11.9 2.4 12.3 0.5 1.2 
1 adult, with children 4.2 21.6 3.6 23.3 2.3 2.9 
2 adults, no children 4.6 17.4 1.3 12.7 1.4 3.2 
2 adults, 2 children 5.1 28.1 5.1 23.8 7.4 9.3 
2 adults, 2 children, 1 elderly 5.7 36.8 4.1 38.0 4.7 3.7 
2 adults, 2 children, 2 elderly 7.2 33.5 3.0 26.8 3.1 3.5 
elderly, no children, no adults 2.5 19.0 2.0 19.4 3.8 5.8 
Other 7.0 37.8 5.0 32.6 76.8 70.4 
Female head, no children 5.6 23.5 3.8 24.8 7.7 9.3 
Female head, with children 8.3 41.3 6.5 40.3 20.4 15.2 
Total 6.4 34.6 4.6 29.8 100 100 

Source: ILCS 2004 and 2005 
 
 

Figure 3.6. Armenia: Poverty measures by household composition, 2004 and 2005, (in %) 
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(f) More educated people were more likely not to be poor (Table 3.11).  Highly educated 
people had the lowest poverty incidence, around 47 percent lower than the national 
average and around two times lower than for those with primary education.  Extreme and 
overall poverty declined the most for highly educated segments (those with specialized 
secondary education and university degree). However, those with upper secondary 
education were the largest group among the poor (56 percent).  While this reflects their 
share in the population over 16 years of age, it also indicates the difficulties this group is 
facing in finding jobs.  

 
            Table 3.11: Armenia: Poverty by education, 2004 and 2005 (population 16+), in %  

2004 2005 
 Very 

Poor Poor Very 
poor Poor 

Share in the 
poor (reference 

population)   

 Share in the 
reference 

population 
Primary or less 7.2 37.4 4.6 29.9 2.7 2.6 
Lower secondary 8.7 42.6 6.7 37.0 10.8 8.5 
Upper secondary 7.2 38.2 5.3 34.4 55.6 46.7 
Specialized secondary 5.6 31.9 3.8 26.1 20.3 22.4 
Tertiary education 2.6 19.5 1.9 15.4 10.6 19.8 
Total 6.1 33.5 4.4 28.9 100 100 
Source: ILCS 2004 and 2005  
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Figure 3.7 . Armenia: Poverty by education, 2004 and 2005 (population 16+), in % 
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 (g) Labor market participation played an important role in determining poverty status.  
Though the level of poverty has reduced among the households with no employed 
members compared to 2004, these group continue facing higher poverty risk (18 percent 
over the national average - Table 3.12). Unemployed have higher risk to be in extreme 
poverty, and the probability for being very poor among households with no employed 
members is 40% higher over the national average.  

 
Table 3.12: Armenia: Poverty by the number of the employed in the household,  

2004 and 2005 (in %)  
 2004 2005 
 Very 

poor 
Poor Very poor Poor Share in the poor 

(reference 
population) 

 Share in reference 
population 

Nobody is employed 9.8 38.0 7.5 35.2 23.75 19.51 
1 member is employed 6.9 35.0 4.7 29.8 34.25 33.26 
2 members are employed 4.5 29.9 2.7 23.9 24.2 29.31 
3 and more members are 
employed 4.5 33.2 3.1 28.7 17.8 17.91 
Total 6.1 33.5 4.4 28.9 100.0 100.0 

Source: ILCS 2004 and 2005. 
Note: Population 16+. 

The composition of poor and non-poor by labor market status has not changed much over 
2004-2005.  Labor provides income and reduced the poverty risk. A majority of the poor were 
either inactive or unemployed, while a majority of the non-poor were employed (Figure 3.8).  
The share of the inactive and unemployed among the poor declined between 2004 and 2005. 
10% decline in poverty among these households could be explained by increased social 
transfers (pensions, family poverty benefits and others) and remittances, which represented 
major sources of income for households that reported having no employed member.  
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Figure 3.8: Armenia: Composition of the poor and non-poor by labor market 
status in 2004 and 2005 (population 16 and over, in %)  
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The unemployed faced the highest poverty risk among the participants in the labor market 
(Table 3.13).  Moreover, there has been deterioration in their position relative to the national 
average, as their poverty risk increased from 45.9 to 46.9 percent in 2004-2005. Looking 
across the regions, the unemployed living in secondary cities retained the highest poverty risk 
(in 2005 as in 2004), and their position even worsened—from 14 to 18.5 percent above the 
national average over the observed period.  

 
 

Figure 3.9. Armenia: Poverty and Labor force participation by regions, 2004 and 2005 
(population 16 and over, in %) 
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Source: ILCS 2004 and 2005. 

Among the population not participating in the labor market, pensioners face higher risk of 
poverty in 2005 compared to 2004. In 2004 risk to be poor among pensioners was 0.9% lower 
compared to national average; in 2005 poverty level among pensioners exceeded the national 
average by 3.8%, though their overall welfare has improved as well. Poverty level has 
increased among pensioners.  Living standards of pensioners were better in rural areas, as 
especially very few of them were in extreme poverty. The pensioners in other urban areas 
were more likely to be poor as the level of poverty among them was higher than average 
national level and average level of urban areas.  
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Figure 3.10. Armenia: Poverty among Pensioners by regions 2004 and 2005, in %   
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Source: ILCS 2004 and 2005. 

The other not participants in the labor market (housewives, students, etc.) continue to be more 
effected by poverty, particularly those living in secondary cities and to some extent in rural 
areas.  Their poverty risk was 3.3% over the national average.  They represented almost 18% 
of the poor in secondary cities and the poverty risk was higher by 10% over the average in for 
other urban areas.  

 
Table 3.13: Armenia: Labor force participation and poverty,  

2004 and 2005 (population 16 and over), in %  
2004 2005 

 
Very 
poor 

Poor Very 
poor 

Poor  Share in the 
poor 

(referenced 
population) 

 Share in 
referenced 
population 

All population       
Participants 5.7 32.6 4.7 30.0 57.6 55.5 
   Salaried worker 4.4 27.5 3.0 22.7 19.8 25.2 
   Self-employed 4.3 31.0 3.2 27.3 15.9 16.8 
   Other employment 4.3 38.8 - - - - 
   Unemployed 11.4 45.9 10.0 46.9 21.9 13.5 
Non-participants 6.6 34.8 3.9 27.5 41.3 44.5 
  Pensioners 6.2 33.2 3.9 30.0 20.5 19.8 
  Students 3.1 22.8 2.1 14.8 3.7 7.1 
  Other non-participants 8.2 40.6 4.7 29.9 42.4 17.7 
Yerevan       
Participants 6.1 27.8 3.4 24.3 54.67 52.51 
   Salaried worker 3.8 23.8 1.8 20.2 31.7 36.51 
   Self-employed 6.6 20.6 1.9 12.8 1.56 2.84 
   Other employment 1.0 16.7 - - - - 
   Unemployed 11.1 38.3 8.1 37.9 21.41 13.17 
Non-participants 5.2 28.0 3.4 22.2 45.33 47.49 
  Pensioners 5.8 31.2 4.2 27.6 22.18 18.7 
  Students 2.5 15.5 1.3 9.2 3.57 9.05 
  Other non-participants 5.8 30.6 3.6 23.1 19.58 19.74 
Urban areas outside Yerevan       
Participants 8.0 40.8 7.9 39.6 57.81 53.8 
   Salaried worker 6.2 34.7 5.2 29.0 19.73 25.01 
   Self-employed 5.9 39.4 4.7 33.1 7.95 8.84 
   Other employment 4.1 40.6 - - - - 
   Unemployed 13.0 52.4 12.8 55.6 30.13 19.94 
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2004 2005 

 
Very 
poor 

Poor Very 
poor 

Poor  Share in the 
poor 

(referenced 
population) 

 Share in 
referenced 
population 

Non-participants 9.4 44.9 5.8 33.6 42.19 46.2 
  Pensioners 8.2 39.5 6.1 36.5 20.65 20.84 
  Students 4.8 32.7 4.1 23.9 4.8 7.4 
  Other non-participants 11.6 52.2 6.1 34.3 16.74 17.97 
Rural       
Participants 4.0 30.6 3.3 27.3 59.7 59.76 
   Salaried worker 2.7 24.6 2.3 19.1 10.17 14.52 
   Self-employed 3.9 29.9 2.9 27.2 36.94 37.1 
   Other employment 5.3 44.0 - - - - 
   Unemployed 8.4 51.7 6.8 42.2 12.59 8.14 
Non-participants 4.7 31.1 2.7 27.3 40.3 40.24 
  Pensioners 4.3 28.7 1.8 26.0 18.92 19.82 
  Students 2.1 22.6 0.8 12.7 2.37 5.07 
  Other non-participants 6.2 37.1 4.6 33.8 19.01 15.35 
Total 6.1 33.5 4.4 28.9 100.0 100.0 
     Source: ILCS 2004 and 2005 
 

3.3. Determinants of consumption and poverty 
This section examines factors that are closely associated with welfare and poverty rather than 
establishing causal relationships.  Identifying these factors is an important step in designing 
economic and social policy aimed at reducing poverty and preventing households from falling 
into poverty. The examined factors comprise (i) characteristics of the household including age 
composition, size, presence of migrant members, labor market status of the household 
members, and location of the household; as well as (ii) characteristics of the household head 
such as age, gender, education, labor market status, and disability. These factors are used as 
explanatory variables in a simple regression model, where consumption per adult equivalent 
represents dependent variable7.     

The following factors were estimated as significantly related to consumption per adult 
equivalent: 
 
Household demographics 

• Household size had a negative impact on household consumption both in 2004 and 
2005; larger households had lower consumption, being similar in all other 
characteristics. However consumption increased in 2005 and many households appear 
in the non-poor group.     

• Household head gender: female-headed households had lower welfare than male-
headed households in both years considered, being similar in all other characteristics.   

• Age composition: The share of children up to five years old in a household had 
negative effect on consumption.  Thus, the larger the share of those children in the 

                                                 
7 The model is estimated using the standard OLS procedure with robust standard errors. The results for 2004 and 
2005 are presented in Table A3.6 in Annex 2.  In addition, quintile regression approach for 2005, which is less 
sensitive to outliers in the data set, is presented in Table A3.7 in Annex 2.  Using that approach, effects of 
different factors (variables) are estimated at different points of the distribution: at the 10th, the 25th, the 50th, the 
75th, or the 90th percentile.  The mean and median regression estimates for 2005 appear relatively similar, as there 
are no significant differences in the estimated coefficients (which are statistically significant) in both regressions.  
Therefore, the analysis will be mainly focused on mean regression as it provides a reliable picture of the 
consumption determinants due to non-existence of outliers. 
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household, the lower the consumption of the household relative to the base category 
(the share of those between 46 and 60 years of age), keeping the household size 
constant.  The share of elderly in the household affects consumption negatively as 
well.   

Education 
• Consumption was higher for households whose head had higher education.  

Households headed by individuals holding university degree on average had 
consumption level 44 percent above those headed by individuals with primary or 
lower secondary education (reference category) in 2005.   

Migration 
• Presence of migrant members increased household welfare, once more indicating the 

importance of remittances in improving households’ standard of living.  In 2005, 
households whose member migrated out of Armenia (for job reasons) had 11.7 percent 
higher consumption, on average, than those with no migrating member.   

Transfers 

• This effect was highly significant across the consumption distribution and it was 
higher for better-off than for the poor, suggesting that richer households relied more 
on remittances than the poorer ones, being similar in all other characteristics.   

Labor market participation 
• Non-participating in the labor market had a negative impact on consumption.  In 

2005, individuals living in households with a head who was a student, a housewife or 
other labor market non-participant reported 6.4 percent lower consumption than wage-
employed heads.  The labor market status of the household members was important as 
well.  A larger fraction of unemployed, retired or members who did not participate in 
the labor market had a negative impact on household consumption relative to the 
fraction of wage-employed in the household. These effects were highly significant 
across the consumption distribution   

Household location 
• Location plays an important role in explaining household welfare in Armenia.  The 

substantial location effects on consumption after controlling for all other household 
characteristics included in the model. In 2005 the household welfare improved in 
Yerevan city, compared to other urban areas. Consumption indicators were the highest 
among Yerevan households after controlling for all other household characteristics 
included in the model.  Consumption was the lowest among households in Shirak marz 
compared to Yerevan residents; and the gap was deeper across non-poor compared to 
poor households.   

 
 

3.4. Consumption, income and inequality in their distribution 
 
Both consumption and income inequality decreased in real terms during 2004-2005. 
Inequality measured by the Gini coefficient indicates that the population polarization in 
Armenia is deeper in income distribution compared to consumption. However, it is 
noteworthy to mention that income inequality declined at higher rate compared to 
consumption inequality. Thus, the consumption Gini coefficient declined by 0.003 percent 
points compared to 2004, while income Gini coefficient reduced from 0.395 in 2004 to 0.359 
in 2005.   
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Table 3.14. Armenia: Consumption and income inequality, 2004 and 2005 
Consumption Income  

2004 2005 2004 2005 

Coefficient of variation 0.596 0.742 1.067 0,759 

Gini coefficient 0.260 0.257 0.395 0.359 

Theil mean log deviation E(0) 0.111 0.108 0.280 0.225 

Theil entropy E(1) 0.125 0.125 0.297 0.222 
Source: ILCS 2004 and 2005. 
Note: Both consumption and income are measured per adult equivalent. Income is defined as total disposable income 
which includes monetary income, income in-kind and taken from savings 

 
Other measures of inequality (Theil entropy index E (1) and the Theil mean log deviation E (0) 
declined, as well for both income and consumption distribution.   

 
Figure 3.11. Armenia: Consumption and income inequality by Gini coefficient, 2004 and 2005 
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       Source: ILCS 2004 and 2005 

3.5 Alternative methods of poverty estimation  
 

For a wider understanding of poverty in the country and also to ease the international 
comparisons, NSS RA calculates the level of poverty using alternative methods as well.  The 
method of minimum norms of daily per capita consumer expenditures is among those 
methods.  

                                                                                         
Conditional consumer expenditures method 
 

Using this approach the share of population below the poverty line is estimated by following 
three options:   
• First option: the average daily per adult equivalent consumption aggregate is defined as 

1 USD;   
• Second option: the average daily per adult equivalent consumption aggregate is defined 

as 2.15 USD and 
• Third option: the average daily per adult equivalent consumption aggregate is defined as 

4.30 USD.  
 
The analyses were done using the US dollar purchasing power parity defined by the World 
Bank methodology. According to the WB estimations, one US dollar equaled 147.96 AMD in 



 31

2004, while in 2005 the purchasing power of one US dollar 148.40 AMD. The table below 
presents the changes in incidence of poverty according to this approach.     

 

Table 3.15. Armenia: Poverty incidence by purchasing power parity of the US dollar (in %)   
2004 purchasing power parity 

of the US dollar 
1 USD = 147.96 AMD 

2005 purchasing power parity 
of the US dollar  

1 USD = 148.40 AMD 
Daily consumption per adult 

equivalent  
2004 2005 2004 2005 

1 USD 0.1 0.0 0.1 0.0 

2.15 USD 1.8 0.8 1.2 0.8 

4.30 USD 34.4 23.2 27.9 23.4 
Source: ILCS 2004 and 2005  

Chapter  4. RURAL POVERTY   

The rural poverty maintained declining tendency in 2005 as well and according to estimates 
received   its level continues to be relatively lower than the national average; it is also 
shallower and less severe than in other economic regions.  As general observation it could be 
stated that the rural population with its internal resources could overcome the poverty 
thresholds solving in particular the food provision.    

4.1. Rural poverty trends 

Robust economic growth recorded in Armenia in recent years resulted in improvements in the 
living conditions of rural population as well, as rural poverty incidence declined by 10.7 
percent between 2004 and 2005.  In fact, the level of poverty in rural areas continues to be 
relatively lower than the national average; it is also shallower and less severe than in other 
economic regions.  In 2005, 28.3 percent of the rural population was poor as opposed to 29.8 
percent in Armenia as a whole; rural poverty incidence was by 18.4 percent higher than in 
Yerevan (Figure 4.1).   
 

Figure 4.1: Armenia: Poverty incidence by economic regions in 2004 and 2005 (in %) 
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In 2005, only 3.2 percent of rural population was very poor and this was the lowest incidence 
of very poor population in Armenia.  The decline in rural poverty indicators was lowest 
compared to that in other areas (Figure 4.2 and table A3.5 in Annex 2).   

 



 32 

Figure  4.2.  Percentage change in poverty incidence by regions in 2005 
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        Source: ILCS 2005. 

4.2. Income and consumption among rural households in 2004-2005  
During 2004 and 2005, average income of rural households increased by 22 percent in real 
terms.  Farming is the most important source of income for rural households: 78.8 percent of 
rural households that had land or livestock reported income from farm activity in 2005 (vs. 
79.6 percent in 2004).  While this is a sign of increased market participation, still 21 percent 
of rural households used agricultural products only for their own consumption. 
 

Figure 4.3: Armenia. Income sources of rural households in 2004 and 2005 (in %)  
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Source: ILCS 2004 and 2005  
Note:   Income is calculated as total disposable income and is measured per household. 

In 2005 farming provided only 51 percent of the total income of rural households versus 56 
percent recorded in 2004. Instead, there was increase in income earned through wage 
employment;  21.5% in 2005 versus 20% recorded in 2004. The share of income from state 
transfers, pensions and social assistance, remained unchanged at 12 percent.  The share of 
income from self-employment has increased by 19%.  The importance of income in kind as a 
source of income for rural households increased from 28.4 percent in 2004 to 29.5 percent in 
2005 (Figure 4.4).  

Table 4.1 presents data on income and consumption of rural population measured per adult 
equivalent per month in constant terms.  Income increased in all quintiles.  This increase 
reflects the good performance of the agriculture sector in 2005.  Consumption increased as 
well across all quintiles; however, the increase for the top one was negligible, compared to 
changes in bottom quintiles. Overall consumption of rural population has increased by 11.4%.  
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Table 4.1: Armenia: Consumption and income of rural population 2004 and 2005; average per 
month per adult equivalent; in constant drams; spring 2004 prices 

 Poorest 20 
percent 

Q2 
 

Q3 
 

Q4 
 

Richest 20 
percent 

Average 
 

Consumption per adult equivalent 
2004 13578 18492 22908 28770 43717 25346 
2005 15620 20984 25949 32551 48143 28223 

Income per adult equivalent 
2004 13399 20378 20290 23361 29131 21464 
2005 18271 21552 23765 31397 34699 25782 

Change between 2004 and 2005 (%) 
Consumption 15.0 13.5 13.3 13.1 10.1 11.4 
Income 36.4 5.8 17.1 34.4 19.1 20.1 
Source: ILCS 2004 and 2005  

According to Figure 4.3, both consumption and income of households has increased in 2005; 
however, changes in income by quintiles were more significant compared to changes in 
consumption. Income increased drastically for first and forth quintiles, while change in 
income was negligible for second quintile. Increase in income of rural population (by 20.1% 
versus 2004) can be explained by number of economic factors and particularly by a 0.6% 
increase in consumer price index over 2004.  

Figure 4.4. Armenia: Changes in consumption and income of rural population between  
2004 and 2005 (in %)  
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Source: ILCS 2004 and 2005 

4.3. Which rural households were more likely to be poor?   
Though the weather conditions have a significant influence on agriculture, less developed 
physical and financial infrastructures (roads, communication, irrigation system, rural 
processing, storage facilities, etc.) are among the key obstacles for progress. Therefore, rural 
households with low production potential:  those residing in higher altitude zones; landless 
and with very small land holdings; those with less access to irrigation; with no or very little 
agricultural equipment and with no access to financing were more likely to be poor in 
Armenia.      
Altitude: In 2005, like previously, rural population was poorer in areas where conditions for 
agriculture were less favorable.  Hence, the poverty incidence was higher in settlements 
located at 1,700 meters above the sea level and higher (Figure 4.5). , while the plain zones 
located at altitudes up to 1,300 meters above the sea level had the lowest poverty incidence 
(Figure 4.2). Drastic decline in extreme poverty incidence among these households is result of 
targeted social assistance; following recent modifications in poverty family benefits system 
the benefits are higher for residents of high mountainous settlements compared to households 
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who reside in settlements with lower altitude, being similar in all other characteristics (see 
chapter 8).   

Figure 4.5: Armenia: Rural poverty incidence by altitude in 2004 and 2005 (in %)  
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        Source: ILCS 2004 and 2005 
Land size:  Among rural households, landless households experienced the highest risk of 
being poor, while extreme poverty incidence is higher about 3 times. The risk being poor 
declined with land size.  Poverty is still high among households with land holdings of up to 
0.2 hectares and extreme poverty is twice higher than the overall rural average (table 4.2).   
 

Table 4.2: Armenia: Poverty measures by land size in rural areas, in % 
2004 2005 Land size 

(in ha) Very 
poor Poor Very 

Poor Poor Share in  
the poor 

 Share in rural 
population 

0 hectares 10.1 49.5 11.2 33.0 6.3 5.4 
Up to 0.2 ha 5.5 37.8 6.0 35.0 17.1 13.8 
0.2 – 0.5 ha 2.6 29.2 1.5 28.3 18.3 18.4 
0.5 – 1 ha 4.0 27.0 3.7 26.1 20.0 21.7 
More than 1 ha 4.7 31.9 1.7 26.7 38.3 40.7 
Rural poverty 

 

4.4 31.7 3.2 28.3 100 100 
Source: ILCS 2004 and 2005.     

 

During the recent years poverty incidence among households with land holdings above 1 
hectare was high, which was explained by the fact that largest plots of land are more 
concentrated in high altitude areas where climate and other conditions for agriculture are less 
favorable. For the first time in 2005 the poverty incidence for this group of rural households 
was lower than the average rural poverty.      

 Land quality: The ILSC does not provide information on land quality; instead possibility to 
irrigate the land is used as a proxy for land quality, as irrigation enables higher level and 
better quality of yield. No significant differences in access to irrigation by socioeconomic 
groups are observed. However, it is worth to mention that access to irrigation has improved 
for very poor population compared to 2004.  Almost 67% of land plots of this group were 
served by irrigation system at 75-100%.      

Table 4.3: Armenia. The share of land served by irrigation system (%)  
Non poor Poor Very poor  Total  

2004 2005 2004 2005 2004 2005 2004 2005 
Up to 25% 22.8 23.5 29.1 33.1 21.2 19.5 24.1 25.4 
25-50% 15.4 13.0 10.8 7.2 9.6 13.5 14.2 11.8 
50-75% 7.3 6.7 6.8 4.2 22.2 0 7.7 6.1 
75%-100% 54.6 56.8 53.3 55.5 47.0 67.0 54.1 56.7 

      Source: ILCS 2004 and 2005 
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According to the 2005 ILCS, 59 percent of rural land in Armenia was irrigated.  However, 
only 57 percent of it was irrigated 75-100 percent8:   

 

Figure 4.6. Armenia: Poverty and Proportion of rural land served by irrigation 2004 and 2005 
(in %) 
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Source: ILCS 2004 and 2005 
A proportion of rural land served by irrigation system was the highest in the fertile Ararat 
valley (Ararat and Armavir marzes)—Table 4.4. Access to irrigation was still limited in Lori, 
Shirak and Syuinik marzes.  

 
Table 4.4: Armenia: Proportion of rural land served by irrigation by marzes (%) 

  Up to 25% 25-50% 50-75% 75%-100% 
Aragatsotn 4.9 13.9 11.4 69.8 
Ararat 4.4 6.0 7.7 81.9 
Armavir 3.5 2.3 1.8 92.4 
Gegharkounik 36.9 15.1 1.3 46.7 
Lori 44.2 44.1 7.8 3.9 
Kotayk 43.8 18.2 21.8 16.2 
Shirak 79.2 1.7 0 19.1 
Syuinik 87.9 3.9 0 8.2 
Vayots Dzor 30.5 26.1 8.5 34.9 
Tavoush 45.0 8.5 11.9 34.6 
Total 25.4 11.8 6.1 56.7 

     Source: ILCS 2005 

Access to agricultural assets:  Poor rural households barely use agricultural equipment, while 
non-poor have more possibilities to obtain or rent the equipment needed.  Only 2.5 percent of 
very poor reported using a tractor and 1.6 percent reported using a cart (only).  In contrast, 86 
percent of non-poor rural population was able to use different types of agricultural equipment.  
28.3% of rural households who owned agricultural equipment obtained tractors during the 
year prior to the survey; 2.5 percent purchased mini tractors.  Yet, most of agricultural 
equipment is reported to be quite old (6 and more years old) (Table 4.5). 

 
Table 4.5: Armenia: Agricultural equipment by age, 2005 (in %) 

  Up to 2 years 3-5 years 6-10 years More than 10 years 

Tractors 6.0 0 33.7 60.3 
Mini tractors 45.0 0 0 55.0 
Trucks 4.9 4.6 9.9 80.6 
Plows 25.1 0 0 74.9 
Cultivators 50 0 0 50 
Seders 15.2 0 14.0 70.8 

                                                 
8 These indicators are not comparable with 2004 results, as the share of rural settlements covered by the 2005 
survey reduced significantly  (see survey description part). 
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  Up to 2 years 3-5 years 6-10 years More than 10 years 

Hay-mowers 24.4 0 15.9 59.7 
Harvesters 0 0 100 0 
Cart 0 22.6 27.6 49.8 
Tank/ cistern 0 0 31.4 68.6 
Total 7.4 5.2 22.7 64.7 
Source: ILCS 2005  

Access to rural sector financing:  In 2005, about 9 percent of households from rural areas and 
about 2 percent of urban households reported borrowing money to finance their agricultural 
activities (no household in Yerevan applied for credit in 2005). About 58.1 percent borrowed 
from the banks (including loans and credits received under government projects and from 
international organizations), 38.7% borrowed from parents, friends and relatives (Table 4.6).  
The opportunity to use financial services differs markedly depending on economic status: 85.6 
percent of households who used bank loans for agricultural activities were non poor, while 
very poor households did not apply to bank for loans.   
  

Table 4.6: Armenia: Use of credits and loans for agricultural activities financing, 2005 (in %)  
 Not poor Poor Very poor 
Households reporting borrowing money for 
agriculture 7.2 8.2 2.7 

          Financial sector 67.0 33.6 0 
          Parents   0.8 10.7 0 
          Friends and relatives  27.8 55.7 100 
          Other sources 4.4 0 0 
Source: ILCS 2005    

 
The lack of funds and lack of irrigation dominate, accounting respectively for 27 and 22 
percent of all the reasons for not cultivating the land (Table 4.7).  In other words, increasing 
production potential though better financing and irrigation availability would cut unused land 
by half.     
  

Table 4.7: Armenia: Reasons for not cultivating agricultural land, 2005 (in %) 
Households by consumption quintiles Why households do not 

cultivate their land? Total 
Poorest Q2 Q3 Q4 Top 

Too far 5.1 4.3 4.5 3.6 7.5 5.7 
Land is of very poor quality 16.0 17.1 16.6 13.6 14.1 19.7 
No irrigation is available 21.8 19.6 24.0 23.8 19.7 20.8 
Not profitable to cultivate 13.9 7.6 11.4 17.1 14.9 17.1 
Lack of  funds for 
cultivation 27.4 38.3 35.2 28.7 23.2 11.9 
Poor health of household 
members  10.7 10.9 5.1 8.4 14.4 15.7 
Other  5.1 2.2 3.2 4.8 6.2 9.1 
Total  100.0 16.2 21.1 22.9 22.0 17.8 
Source: ILCS 2005       

 
The second and third important reasons, “poor land quality” and “not profitable to cultivate”, 
account for 30 percent of all answers.  In this case, households may be behaving rationally by 
not cultivating their land if it is not going to bring any profit.  Interestingly, while only 7.6 
percent of the poorest households find the land not profitable to cultivate; this percentage is 
much higher among the top consumption quintile (17 percent).  
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CHAPTER 5: LABOR MARKETS AND POVERTY IN ARMENIA 
 
5.1. Labor market dynamics  
 

The labor market is the main channel through which economic growth influences poverty, as 
income from labor is the key determinant of living standards of poor and ‘near poor’ 
households. Economic growth reduces poverty through rising employment, increased labor 
productivity and higher real wages.   

Labor force participation, level of emloyment and unemeployment, cost and structure of the 
labor force are the main indicators of a labor market and also very important characteristics of 
growth and microeconomic developments. Economic productivity and poverty reduction 
directly correlated with labor force potential, participation and efficiency.  

Recent economic developments have somehow reduced the tension in the labor market of 
Armenia, however low participation rate in production and comparatevely higher participation 
in private and self-employment sectors, high level of unemployment and hidden employment, 
insufficient cost of labor continue to be main description of a young and free labor market in 
Armenia.   

In this report the labor market developments are analyzed according to both official statistics 
on labor market produced by NSS RA and Employment Service State Agency of the Ministry 
of Labor and Social Issues of RA and  results of Labor Force Surveys (LFS) conducted by 
NSS RA. The 2005 ILCS questionnaire was modified and no longer includes sections on 
employment and self-employment and therefore can not be compared with the results of the 
2004 ILCS.  

However, with general information on composition and members of households surveyed  it 
was possible to draw labor force participation among 2005 ILCS participants as well.  

The table below summarized Armenia labor market indicators according to administrative 
statistics, including labor statistics processed by the Employment Service State Agency of 
MLSI; ILO methodology for prosessing the labor data9 and 2005 ILCS data.  

There were no significant changes in labor force participants between 2004 and 2005, 
however unemployment declined marginally.   

                                                 
9 To get comprehensive information on labor market developments in Armenia the NSS RA conducted Households Labor 
Force sample surveys (LFS) on annual basis.  The results of the survey are processed according to ILO methodology. 
Definistions of employment and unemployment used in this methodology differ from the ones defined by the RA Law on 
Population Employment and social Protection to Unemplyed. According to the Law job seekers who are registered with 
Employment State Agency are recognized as unemployed if they are capable to work, however have no job or income earning 
activity during the period of observation, were seeking for job opportunity through regional employment services and were 
ready to start with new job immediately within the time frame defined by Law. According to the ILO international standard 
definition of unemployment, an individual is recognized as unemployed if he/she satisfies to following three points at the same 
time during the period of observation: has not job or income earning activity during the survey week, is seeking for job 
opportunities by all means, and is ready to start with new job immediately.    
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Table 5.1. Armenia: Participation, employment and unemployment rates by gender 
according to three sources of data on labor market,  2004 and 2005   

 2004 2005 

 Administrative 
statistics 

ILO 
methodology ILCS10 Administrative 

statistics 
ILO 

methodology ILCS 

Participation rate  % 59.2 59.8 65.9 58.1 53.5 55.5 

female 56.2 52.7 55.6 54.1 46.5 N/A 

male 62.4 67.6 78.9 62.3 60.9 N/A 

Employment rate  % 53.5 40.4 52.2 53.3 36.5 42 

female 48.2 32.4 43.5 47.5 28.7 N/A 

male 59.1 49.2 63.4 59.4 44.7 N/A 

Unemployment rate  
% 9.6 31.6 19.3 8.2 31.3 13.511 

female 13.8 37.6 20.7 12,1 37.7 N/A 

male 5,7 26.6 19.7 4.6 26.1 N/A 

Young population 
(15-24 years of age) 
unemployment  rate 
% 

N/A 57.6 43.0 N/A 54.6 N/A 

female N/A 66.7 N/A N/A 59.2 N/A 

male N/A 51.3 N/A N/A 51.4 N/A 
   Figure 5.1 Armenia: Employment and Unemployment according to the tree sources,  

2004 and 2005 (in %)  
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According to administrative statistics unemployment declined by 14.6%, and the decline in 
unemployment among male participants was more than 19%. According to ILO methodology 
unemployment rate has reduced only by 0.9%.  

                                                 
10 15-64 aged population  
11 These indicators could not be compared with 2004 data  ,as the 2005 ILCS survey tools did not include 
sections on employment and did not collect labor information through direct interviews (see survey discription). 
The results are estimated bases on answers to indirect questions.                                                                                                         
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Table 5.2. Armenia: Number of employed by branches of economy, 2004 and 2005 
(thousand people) 

 2004 2005 

Industry 132.0 134.6 

Agriculture and Forestry 507.1 507.6 

Construction 33.3 34.6 

Transport and communication 46.5 49.7 

Trade 103.8 108.9 

Social sector 170.4 169.6 

Governing 26.6 28.2 

Other  62.0 64.6 

Source: NSS RA official statistics  

Laws, decrees and legal acts on employment adopted in 2005  
 
Following legal acts on employment were adopted in 2005:  

“RA Law on Population Employment and Social Protection in case of Unemployment”¥adopted 
on October 24th, 2005¤, 
RA Government Decree of November 24th, 2005 No2139 on Ammendments to RA Government 
Decree of December 23rd, 2004 No1854 on “Terms and areas of Paid Public Activities”.  
“Benefits for Work” program has been replaced with program on “Paid Public Activities” in 
2005. Under the new program the job seeker is full member of labor relations and could use the 
rights defined by RA Labor Code.   

 

Wages 
• RA Law on Amendments to RA Law on Minimum Monthly Salary (adopted on 

November 11, 2005); 
• RA Law on Amendments to RA Law on Salaries and Wages of Civil Servants (adopted on 

November 2, 2005);  
• RA Government Decree of December 29th, 2005 No2335-N on Procedures Regulating the 

Reimbursement Scheme of M&I, Transportation and Accommodation Costs to Employees at 
Business Trips.   
 

Labor 
• RA Law on Amendments to RA Law on Labor adopted on October 24th, 2005¤, 
• RA Law on State Labor Inspectorate adopted on March 24th, 2005, 
• RA Government Decree of August 29th, 2005 No1472-N on Procedures and approach of 

work hours stimation.  
• RA Government Decree of August 11th, 2005 No1599-N on Defining the list of categories 

of employees who have right for extended- up to 35 days or in some cases  up to 48 days of annual 
leaves.  

• RA Government Decree of August 11th, 2005 No1223-N on Defining list of jobs/activities 
for certain types of employees, who had to work 24 hours daily.  

•  RA Government Decree of August 25th, 2005 No1480-N on Adopting list of seasonal 
works.  

• RA Government Decree of August 25th, 2005 No1480-N on defining list of certain 
categories of employees who have rights for additional vacation, terms of provision and duration 
of that vacation.  
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Structural changes in employment by sectors of the economy follow the changes in number of 
employed. This brought to decline in number of employed in public sector by 4.8%, while 
number of employed in private sector increased by 3.1%.    

Table 5.3. Armenia: Number of employed by sectors of economy,  
2004 and 2005 (thousand people)                                                                        

 2004 2005 

Employed in public sector 228.2 217.3 

Employed in private sector 850.1 876.6 

including  
Employed in agriculture 501.6 502.3 

Employed in NGOs and foundations  3.4 3.8 
      Source: NSS RA official statistics 

Employment by economic status      
Share of wage employment is still higher among employed and has increased by 7.5 percent 
points compared to 2004 (Table 5.4). This indicates positive developments in labor market in 
addition to twice less the number of unpaid family members among other non-wage 
employed. 

  
Table 5.4. Armenia: Employment by economic status 2004 and 2005 (in %) 

 

                                                     a/ percent over total employed 
Including 

including 
 Total  Wage 

employmen
t 

Non-wage 
employmen

t  employer self-
employed

Unpaid family 
member  Other 

2004 August 100 56.3 43.7 1.8 28.9 12.8 0.2
2005 100 63.8 36.2 0.6 30.0 5.1 0.5

 Source : 2004 and 2005 
 
b/ thousand people 

Including  .  
Total  Wage 

employment 
Growth over 
previous year 

Non-wage 
employment,  

Growth over 
previous year 

2004 1081.7 515.2 - 566.5 - 

2005. 1097.8 529.2 102.7 568.6 100.4 
Source NSS RA  official statistics  
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Informal or hidden12 employment is still high in the labor market of Armenia. However, 
comparison of 2004  ILCS data on informal employment (28.5%) and 2005 LFS data on 
hidden employment shows a 5.6% decline in informal employment, which is quite 
encouraging.   

Comparisons between 2004 and 2005 LFS reveal marginal (0.3%) increase in hidden 
employment, however there was significant decline among employers and self employed that 
reported non-registered businesses both over total employed and within total employers and 
self-employed.     

 
Table 5.5. Armenia: Hidden employment by labor market status, 2004 and 2005 (in %) 

including 
Hidden 

employed Salaried workers with verbal 
agreement 

Employers and self-employed with non-
registered business13  

                              

Over total 
employed 

Over total 
employed

Over total wage 
employment  

Over total 
employed 

Over total employed 
and self-employed 

August 2004 22.6 12.7 22.6 9.9 73.0 
2005 22.9 16.2 25.4 6.7 69.1 

 Source : 2004 and 2005LFS  
  

Data on labor force participation by regions demonstrate that labor market data is improved 
basically for urban areas and in particular for Yerevan city. In contrary, poor possibilities for 
new jobs in rural areas resulted in a marginal decline in employment and slight increase in 
unemployment among rural residents.  
Through Labor Force surveys an age composition of employed and unemployed was 
calculated (Table 5.6).   

 

                                                 
12 Hidden employment includes wage employed, who work with verbal agreement (without written agreement, or 
contract, order or other document defined by law) with employer and also,  employers and self-employed, who 
ran unregistered business.  
13 Without farm employment.  

During 2005 1207 unemployed and 66 persons with disabilities passed vocational trainings 
arranged by the Employment State Service of MLSI. Vocational trainings for 1700 job seekers 
were supported by international organizations and were conducted in collaboration with NGOs. 
15343 job seekers were involved in 509 projects under the big program of “Paid Public 
Activities”.  The Employment State Agency (ESA) continues its close collaboration with different 
donor and international organizations such as the SIDA, GTZ, UNFPA, WB, USAID, ILO, etc. 
The ESA specialist participated at numerous training programs and seminars during the year.      
The ESA continues its participation in “School Staff Rationalization and Social Assistance” 
program and have trained more than 1400 teachers discharged as part of the education reforms.  
TOR for Study of labor force integration possibilities for teachers discharged as part of the 
education reforms under Quality and Consistency of Education Program and TOR for creating a 
database of information collected in caurse of program implementation.    
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Table 5.6. Armenia: Employment and unemployment rates by age groups, 
 2004 and 2005 (in %) 

 Total 15-19 20-24 25-29 30-34 35-39 40-44 45-49 50-54 55-59 60 and 
over 

Employed 
August 2004 100 1.8 7.4 11.1 10.0 11.6 15.7 14.5 10.9 7.1 9.8 
2005 100 1.7 9.0 10.0 10.8 11.7 15.8 17.7 11.2 6.0 6.1 

Unemployed 
August 2004 100 7.0 19.7 11.7 10.4 8.9 11.3 11.9 9.0 5.5 4,5 
2005 100 5.4 22.9 13.6 7.6 9.3 13.0 13.3 9.0 4.0 1.9 

Source: 2004 and 2005LFS 
 

Table 5.6 shows rather low employment rate of young and an increased rate of unemployment 
within this group over the previous year, which is alarming.   
The share of employed has increased among middle age groups, with sharp increase among 
population of 45-49 years of age.  
 
 
   

 

Figure 5.2. Armenia: Employed and unemployed population by age groups.  
2004 and 2005 (in %) 
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Source:  2004 and 2005LFS 
 

No significant changes were recorded in average age of labor force participants between these 
two years. However, there was marginal decline in average age of both employed and 
unemployed. While decline in average age of employed shows positive developments in labor 
market, a decline in average age of unemployed is a sign for importance of targeted programs 
for young graduates’ integration in labor market.   

 

Table 5.7. Armenia: Average age of employed and unemployed 2004 and 2005, (in %)  
Employed Unemployed  

2004  2005 2004  2005 

According to administrative statistics 53.5 53.3 N/A N/A 

According to ILO methodology 42.2 41.1 36.4 35.4 

According to ILCS 48.7 N/A 19.3 N/A 

 
Characteristics of unemployment in Armenia  
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The 2004 report provides comprehensive analysis of characteristics of unemployment in 
Armenia, even though this report is presenting only changes in certain indicators estimated 
according to official employment statistics and LFS data.  Unemployment rate estimated 
according to the ILO methodology is usually higher than official estimates of unemployment. 
This difference in estimates can be explained by certain impediments that slow down the 
registration of unemployed with ESA: types of jobs suggested to unemployed; age limitations 
for registration; burdening registration procedures; very low unemployment benefits. 
However, ESA data on unemployment provide very useful information on developments in 
registered unemployment, labor markets and demand and supply of labor force.     

Estimates of unemployment according to LFS are based on subjective estimates of 15-70 
years of age members of households surveyed to their labor force status, which sometimes 
extend the influence of the reliability of data.   

According to official statistics number of officially registered unemployed decreased by 14.6 
percent or by 16,800 people, while unemployment rate declined by 1.4 percent during 2004-
2005. According to LFS data, the decline in unemployment rate was only 0.3 percent points 
during the same period.   

The incidence of long-term unemployment is still high, but it has a declining trend. Long-term 
unemployment decreased from 13.9 months estimate of 2004 to 11 months in 2005.   

Table 5.8. Armenia: Average duration of unemployment by gender                                                    
2004 and 2005 (months) 

Average duration  

August 2004 2005 

Total 13.9 11.0 

Female 14.5 12.2 

Male 13.9 9.7 

      Source:  2004 and 2005LFS  
 

Long-term unemployed appear to be slightly better educated than the rest of unemployed and 
they were more likely to be young especially newly graduated. .  International evidence 
shows that the probability of finding a job decreases with the duration of unemployment, 
which may lead to permanent labor market exclusion and high poverty risk.  A feature of 
long-term unemployment is that the victim loses human capital, as skills tend to become 
obsolete very quickly in the modern labor market.   
Number of active employment programs has increased, while unemployment rate has declined during 
the recent years.  
As of January 1, 2006, 120,900 people were officially registered as job seekers with ESA and 51 its 
regional offices; 89,000 job seekers were recognized as unemployed. Unemployment rate reduced by 
1.6% compared to the beginning of the year and totaled 7.7%. About 62,000 jobseekers receive 
consultancy and advice during the year.   
Average monthly number of job vacancies available was 1000-1200. About 8300 job seekers were 
provided with jobs during the year, compared to 7893 during the year before. Women were 
dominating among the job seekers who were provided with jobs - 54.3%. Most of jobs provided were 
in trade and public catering -22.8%, industry - 19.1 %, while jobs in construction, transport and 
communication domains were  11.3% and 5.5% respectively among the job opportunities provided.  
About 3200 employers were visited and interviewed for labor market forecast purposes during the 
year.  
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8645 unemployed received cash unemployment benefits during 2005.  Most of the unemployed left 
their previous job of their own free will (77.3 percent), followed by those discharged by their 
employers (21 percent).  1.2% of unemployed lost their job because of breaking the labor discipline. 
These indicators were 79.1%; 18.8% and 1.5% respectively during the previous year.   
Qualified software specialists, secretaries, translators, insurance agents, doctors, teachers, brokers, 
qualified workers, carpet makers and service sector employees were of higher demand in labor 
market. However, many of these job opportunities remain vacant because of the low salaries offered. 
Database on labor force was updated regularly (“Gorts” database) and attempts to automate many of 
procedures within the database were carried out regularly. Information on about 138,506 job seekers 
and 2634 employers was entered into the dataset during the year.   

 
5.2. Wages in Armenia 
The main source of information on the average wages of salaried workers is administrative 
statistics. According to data recived through the administrative statistics the average monthly 
nominal wages increased by 19.8% between 2004-2005 and was 52,060 AMD in 2005, while 
real wages increased by 19.1%.  

Table 5.9 presents very interesting statistics – ratio of the average monthly nominal wage and 
state transfers, minimum salary and estimated minimum consumer basket. According to data 
presented, the average monthly nominal salary is four times higher than the minimum salary, 
while it is five times higher than the average pension.  An increase in family benefits during 
2005 reduced the gap between the average monthly nominal salary and family benefits.   Both 
minimum food basket and consumer basket costs are very low compared to average monthly 
nominal salary. This ratio was four times and three times respectively.  However, 
unemployment benefits are much lower compared to this indicator, though unemployment 
benefits were increased by 85.7% compared to previous year.   

Average wages by sectors of economy show again comparatively higher salaries in private 
sector compared to the public one.  The average wages in public sector were increased by 
about 14%, while increase in salaries on private sector was about 21%.  As a result the 
average wage in private sector was 41% higher than the average wage in public sector. It is 
worth to mention that the average salary increase recorded among the budget agencies was 
very high – 19.4% over 2004. Salaries are low in social sector, though there was increase by 
25.6% compared to 2004. Salaries are still low in agriculture and have increased by 13% 
compared to 2004.   

Table  5.9. Armenia: Average monthly nominal wages 

 2004 2005 Difference 

Average monthly nominal wages, drams 43445 52060 8615 

Real wages, drams 40603 51750 11147 

Ratio of average monthly nominal wage and minimum 
salary, times 3.3 4.0 0.7 

Ration of average monthly nominal wage and average 
pension, times  5.0 5.3 0.3 

Ration of average monthly nominal wage and  average 
family benefit, times  4.9 4.3 -0.6 

Ratio of minimum salary and average unemployment 
benefit, times  3.9 2.1 -1.8 
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 2004 2005 Difference 

Ration of average monthly nominal wage and minimum 
food basket, times 3.5 3.9 0.4 

Ration of average monthly nominal wage and minimum 
consumer basket, times  2.2 2.6 0.4 

Source: NSS RA 
Table 5.10. Armenia: Average monthly nominal wages by sectors and branches of economy 

(AMD) 
%-of average 

salary   2004 2005 Change % 

2004 2005 

Public sector  36332 42417 16.7 83.6 81.5 

including 

Budgetary organizations  
28889 35862 24.1 66.5 68.9 

Private sector 56152 71396 27.1 129.2 137.1 

By branches 14      

Industry 60727 67967 11.9 139.8 130.6 

Agriculture and forestry 30473 34914 14.6 70.1 67.1 

Construction 59121 68780 16.3 136.1 132.1 

Transport and communication 57671 64330 11.5 132.7 123.6 

Trade 35823 40112 12.0 82.5 77.0 

Social sector 25576 34397 34.5 58.9 66.1 

Governing 67243 75250 11.9 154.8 144.5 

Other 57175 70763 23.8 131.6 135.9 

       Source: Official Statistics NSS RA   
 
Wage inequality by gender is high both in public and private sectors: women are paid less 
than their male colleagues. However this difference is marginal in public sector compared to 
private sector.  
Average wage paid to female workers has increased by 18%; however it is almost 40% lower 
than the average wage paid to male workers. Changes in average monthly nominal wage by 
gender are presented in the table below.    
                                                                         

                                                 
14 Salaries were the highest in bank and insurance sectors and made  152991 and  174918 AMD respectively 
during 2004 and 2005. 
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Table 5.11. Armenia: Average monthly nominal wages by gender (AMD) 
% to average salary  

 2004 2005 
2004 2004 

Female 30485 37382 70.2 71.8 

male 57043 67067 131.3 128.8 

Difference in  % 46.6 44.3   

 
Source: NSS RA official statistics 


