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CHAPTER 1:  DEMOGRAPHICS AND MIGRATION 
 
The continuous decline1 in Armenia’s population during the 1990s was first reversed in 2004, 
when, in tandem with economic improvements, an increase in population and a decrease in 
migration was recorded, in addition to a new phenomenon – immigration of emigrants. These 
trends were also recorded in following years. However, negative trends of previous years i.e., 
lower fertility rates and emigration of working-age people, resulted in the decreased number 
of children, on one hand and the increased number of elderly among the population in 
Armenia, on the other.  
 
1.1 Population trends  
 
The NSS RA estimates the number of the current population based on the de jure population 
number2 obtained during the 2001 population census. The number of the population is 
updated on a quarterly basis, using the data of the reporting period on the natural growth of 
the population (the difference between registered births and deaths) and the migration balance 
(the difference between the registered population and those who were removed from the 
population registry).  
 
According to current estimates, on January 1, 2007 the indicator of the de jure population in 
Armenia increased by 3,700 people over the same period of the previous year to a total of 
3,222,900 (Table 1.1).   
 
The urban/rural structure of the population changed between 1990 and 2006 as well. The 
share of the urban population decreased from 68.8% as of the beginning of 1990 to 64.1% as 
of the beginning of 2007. In contrast, the share of the rural population increased from 31.2% 
to 35.9%3, respectively. Over the last few years, the urban/rural structure of the population 
has remained unchanged.  
 
The gender composition of the population of Armenia, as of the beginning of 2007, was as 
follows: 48.3% of total population was male and 51.7% of the population was female. The 
average age of the population was 34.1 years (32.5 years for the male population and 35.6 
years for the female population).   
 

  

                                                 
1 Similar to other transition economies, the natural growth of the population of Armenia in the 1990s recorded a 
decline in both absolute and relative indicators. Between 1990-2003, the number of the permanent population in 
Armenia decreased by 304,600 (or by 8.7%), which was a result of low fertility rates and high emigration. Since  
2004 an increase in population was recorded.   
2 According to 2001 population census data, the number of the population present in the country (de facto 
population) was 3,002,600, while the number of permanent population (de jure population) was 3,213,000.      
3 Between 1996-2006, the  number of the rural population increased by 56,900, reflecting the internal migration 
of urban residents to rural areas, 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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Table 1.1 - Permanent population in Armenia, 1990-2007  
(as of January 1 of each respective year) 

 
Composition (%) Year Total population 

(in 000) Urban Rural 
1990 3,514.9 68.8 31.2 
1993 3,463.7 68.1 31.9 
1996 3,248.8 66.2 33.8 
1999 3,232.1 65.3 34.7 
2001* 3,213.0 64.3 35.7 
2002 3,212.9 64.3 35.7 
2003 3,210.3 64.2 35.8 
2004 3,212.2 64.2 35.8 
2005 3,215.8 64.1 35.9 
2006 3,219.2 64.1 35.9 
2007 3,222.9 64.1 35.9 

    
    Source: NSS RA, population statistics 
      * 2001 Population Census 

 
The population estimates based on both the 2005 and 2006 Integrated Living Condition 
Surveys (ILCS)4 were as follows: the share of the permanent urban population was 63.4% and 
the share of the permanent rural population was 36.6%; in 2004, these indicators were 62.4% 
and 37.6%, respectively.   
 
Natural population growth: Economic, political, and social uncertainties of the early 1990s 
induced changes in reproductive behavior.  In 2006, the total birth rate (natality rate) per 
1,000 people was 11.7. This figure was two times less than in 1990. Though the absolute 
number of births increased between 2004 and 2006, the crude birth rate remained unchanged.  
 

Figure 1.1 - Armenia: Age-specific fertility rates, in ‰  
(Average number of births per 1,000 women of respective age group) 

Source: NSS RA  

                                                 
4 The sample data is extrapolated from data on the general population. 
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The total fertility rate, measured as the number of births per 1,000 women of fertile age (15-
49 years of age), dropped from 2,620 in 1990 to 1,208 in 2002. It then increased to 1,348 in 
2006; however it remains deeply below the level needed for population mere replacement, 
which is 2,150. In 2006, total fertility rate was higher in rural areas than in urban areas (1,381 
vs. 1,303 respectively).   
 
The average age of women giving birth has changed.  The average age of a woman giving 
birth in 2006 was 24.4, and the average age of a woman having her first child was 22.9. In 
1990, the average age of a woman giving birth was 25.3 and the average age of a woman 
having her first child was 22.8.   
 
By sequence of births, the third and subsequent newborns comprised 12.7% of the total 
number of live births in 2006, compared to 30.3% in 1990.  About 36% of total live births in 
2006 were out of a registered marriage; this share was 9.3% in 1990 (Table 1.2).  
 
The mortality rate in Armenia has increased, as compared to the 1990s in particular, due to an 
increase in mortality among people over the working age (the mortality rate is comparatively 
higher in this age group). According to data presented in the following 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, 1990-2006 
 

Births Deaths 
In thousands Per 1,000 population In thousands Per 1,000 population 

 

Total Urban Rural Total Urban Rural Total Urban Rural Total Urban 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 
2006 37.6 23.8 13.8 11.7 11.5 12.0 27.2 17.7 9.5 8.5 8.6 8.2 

Source: NSS RA 
Note: Birth rates for 1990-2001 are calculated over revised population estimates (based on 2001 Census).  Data 
on the natural population by marzes is presented in Statistical Annex A1.1.  

 
In 2006, approximately 52% of total deaths were male and 48% were female, as compared to 
54.2% and 45.8%, respectively, in 1990.  The difference in the mortality rates of the male and 
female populations resulted in a difference in average life expectancy indicators for men and 
women. In 2006, the average life expectancy for men was 70 years, while for women it was 
76.4 years. For urban residents, these indicators were 69.4 years for men and 76 years for 
women, and for rural residents 71.1 years and 77 years, respectively. 
 
Main Reasons of Mortality: According to statistical indicators, there has been a constant 
increase in death attributed to blood circulation diseases and neoplasm.  In 1990, the mortality 
rate for blood circulation diseases and neoplasm per 100,000 people was 306 for men and 98 
for women.  In 2006, these indicators were 422 and 161, respectively.  During the same 
period, deaths caused by disorders of the endocrine system, digestive system and metabolisms 
(diabetics in particular) increased. The mortality rate for endocrine system diseases was 36 
per 100,000 people as compared to 15 per 100,000 people as recorded in 1990, while deaths 
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caused by digestive diseases was 48 per 100,000 people as compared to 21 per 100,000 
people in 1990.  
 
The difference between births and deaths is the natural growth of the population.  Between 
1990 and 2002, the overall population’s natural growth decreased approximately 8.5 times 
(from 57,900 in 1990 to 6,700 in 2002). However, there was an increase in natural growth 
recorded between 2003 and 2006 (approximately 10,800 people annually). Between 1990 
and 2006, the permanent population of Armenia increased by 379,100 people (or 10.8%) 
due to natural growth.   
 
Migration:  Migration has decreased during recent years.  In 2000, according to results from 
the Statistical Registration Coupons of Migration (presented by the Regional Passport 
Department of the RA Police using data on the number of persons who were removed from 
registration books), the number of emigrants was 12,000.  In 2006, the number of emigrants 
was 8,000, which is 33.3% less than the aforementioned figure from 2000. The net migration 
(the difference between immigrants and emigrants) decreased by 35.6% from 2000 to 2006 
(minus 10,400 people in 2000 and minus 6,700 people in 2006) though the number of 
immigrants remained relatively stable during the same period.  
 
According to the results of the 2006 migration flows and data received on interstate migration 
directions, 76.9% of 1,300 immigrants arrived from CIS countries, including: 60.2% from 
Russia, 12.5% from Georgia, 17.2% from Karabakh, and 4.2% from Ukraine.  At the same 
time, 77.6% of 8,000 emigrants migrated to CIS countries, including: 80.9% to Russia, 5.9% 
to Ukraine, 2.4% to Belorussia, 8.5% to Karabakh, and 2.3% to other CIS countries.  Of the 
emigration figure, 7.9% left for the USA and 1.3% left for other countries.  Roughly 18% of 
immigrants do not specify their country of origin, and 13.3% of emigrants do not specify their 
intended destination.  
 
According to the data on internal migration flows of the population, more people moved from 
urban areas to rural areas than from rural areas to urban areas. Nearly 2,694 persons, or 49.8% 
of urban migrants, moved from one city to another, while 2,713, or 50.2% of urban migrants, 
moved from urban areas to rural settlements. However, only 1,562 people, or 65.5% of rural 
migrants moved from a village to a city, and 822, or 34.5% of rural migrants, moved from one 
village to another. 
 

 
Table 1.3 - Armenia: Households with migrant members aged 15 + by destination and 

reasons for migration, 2004-2006 (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 2006 2004 2006 2004 2006 2004 2006 2004 2006 
Yerevan  9.5 7.6 5.5 13.2 9.6 12.7 45.9 29.4 39.0 44.7 
Other town in 
Armenia  14.6 17.4 1.9 0.8 4.2 8.0 7.0 1.5 86.9 89.7 

Other village in 
Armenia 9.3 7.6 0.0 0.0 9.0 10.6 0.0 0.0 91.0 89.4 

Russia  53.3 53.0 32.4 21.7 50.4 63.6 2.2 2.4 15.0 12.3 
Other CIS town 3.0 3.1 16.9 2.7 29.1 28.5 6.3 0.0 47.7 68.8 
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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 2006 2004 2006 2004 2006 2004 2006 2004 2006 
European 
countries 3.3 4.5 47.5 31.7 29.1 38.0 10.1 2.7 13.4 27.6 

USA and Canada 1.7 2.2 29.1 4.6 26.2 62.7 10.0 9.1 34.7 23.6 
Other 5.3 4.6 4.2 0.0 8.6 15.2 3.1 2.4 84.1 82.4 
Total  100 100 20.9 14.3 32.0 41.5 7.4 4.2 39.8 40.0 

Source: ILCS 2004 and 2006 
 
According to ILCS data, the share of households who reported having a migrant member aged 
15+ decreased from 20% in 2004 to 17.4% in 2006 (Table 1.3).  Based on data of the 
destination of migration, most households have migrant members moving to Russia  and their 
share remained stable over 2004-2006 (53%). However, the proportion of those moving to a 
European or CIS country, the USA, or Canada has increased.  The main reasons for migration 
was to work and “other family reasons”. The proportion of members moving for work has 
increased, from 32% in 2004 to 41.5% in 2006.  
 
The trends of internal migration have also changed.  From 2004 to 2006, ILCS data showed 
that the proportion of households reporting a migrant member aged 15+ moving to Yerevan or 
rural areas decreased, while those reporting a move to another city in Armenia increased.    
 
Immigration is a positive trend in migration. However, only 3% of households participating in 
the 2006 ILCS reported a return of migrants. This number decreased as compared to the 2004 
and 2005 surveys (10% and 5%, respectively).  Unfortunately, the main reasons of 
immigration are not analyzed since the ILCS survey questionnaire does not contain questions 
to allow further insight into decisions to return home. 
    
1.2 Age composition and structure of households 
 
A fewer number of births, combined with a relatively long life expectancy at birth for both 
males and females, has caused a substantial change in the age composition of the population 
in Armenia between 1990 and 2007 (Figure 1.2).  During that period, the share of children 
under age 16 dropped from 32.3% to 21.7%, while the share of the working age population 
increased from 55.5% to 65.8%. The share of the elderly remained almost unchanged. 
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Figure 1.2 -Armenia: Age composition of the population, 1990 and 2007  
(As of the beginning of the year) 
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               Source: NSS RA 
Note: The working age population is defined as the population 16+through  retirement age. According to the 
legislation of 1990, the retirement age was 60 for the  male population and 55 for the female population. Since 
2003, according to the RA Law of April 10th, the retirement age for male population is defined as 63 years, 
while for women it hasbeen increasing gradually, and for 2006, it was 60.5 years. 
* to keep consistency in comparisons, the data is estimated based on the  retirement age defined for 2006  
 

According to 2006 ILCS data, the average number of household members in individual 
households was 4.06 (3.9 in urban areas and 4.4 in rural areas). The share of households with 
three or less members was 37.7% in 2006 as compared to 42% in 2004 (Table 1.4). Extended 
families (six or more members) reside mainly in rural areas; in 2006, the proportion of these 
types of households was 1.5 times higher in rural areas than in urban areas.    
 
In urban settlements, four-member households were the most common type of households 
(23.1%).  Four-member households were also common in rural areas (18.0%); however, there 
were more five-member households (22.2%). 

Table 1.4 - Armenia: Households by size, 2004 and 2006 
(permanent population) 

 
Percent of total 

Household size 
2004  2006  

One member 10.9 11.1 
Two members  16.5 13.9 
Three members 14.6 12.7 
Four members 21.6 21.4 
Five members 17.2 19.0 
Six or more members 19.2 21.9 

        Source: ILCS 2004 and 2006 
 
The percentage of households reporting no children (under age 16) increased in 2006.  In 
2006, 50.3% of households reported having no children, as compared to 45.3% in 2004.  
Every fifth household reported having one (20.3%) or two children (21.4%) in 2006.  
Households with three or more children accounted for approximately 8% of total households, 
with the majority of these households reporting three children (Table 1.5). 
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Table 1.5 - Armenia: Households by number of children up to 16, 2004-2006 
 (permanent population) 

 
As percent of total  

Composition of Households 
2004  2006  

Households total 100.0 100.0 
     With one child 22.2 20.3 
      With two children 22.9 21.4 
      With three children 7.2 5.8 
      With four children  1.8 1.8 
      With five and more children 0.6 0.4 
      Without children 45.3 50.3 

  Source: ILCS 2004 and 2006  
 
An overwhelming majority of households are headed by males (69.0%), though a slight 
increase in the share of female-headed households in urban areas was recorded.  The 
proportion of female-headed households is higher in urban areas than in rural areas (32% and 
29%, respectively, in 2006, while 32.8% and 29%, respectively, in 2004). On average, there 
are 0.38 children per female-headed household and 0.554 children per male-headed 
household. 
 
Both the number of divorces and marriages show increasing trends in Armenia. The marriage 
rate per 1000 people was 5.2% in 2006 while divorce rate per 1000 people was 0.9%, 
compared to 3.8% and 0.6% respectively, in 2001.  
 
In 2006, the average age of men at marriage was 26.9 years, while for women it was 24.5 
years. The average age at first wedding was 28.2 years for men and 24.1 years for women.  
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CHAPTER 2:  ARMENIA’S ECONOMIC DEVELOPMENTS FROM 2004-2006 

 
Strong economic growth from 2001 through 2006 was the effect of well-sequenced structural 
reforms and a prudent economic policy. As a result, Armenia joined the group of middle 
income economies. This 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 reduction in poverty in Armenia. 
 
2.1 Improvements in Microeconomic Environment 
 
The growth of real GDP was 13.3% in 2006. Almost all branches of the economy contributed 
to increasing overall growth, which brought about significant structural changes in GDP 
(Table 2.1). Growth rates were significant in construction: the share of construction in GDP 
was 24.5% (compared to 15.5% in 2004) and provided 57.1% of the growth in GDP in 2006 
(Table 2.1).  
 

Table 2.1 - Armenia: Structure and growth of GDP according to ESA5 A6 Group                               
Production Mode, 2004-2006  

 

Share in GDP  
(in %) 

Contribution to growth 
of GDP, percentage point Indicators 

2004 2005 20066 2005 2006 
Agriculture, hunting and forestry, fishery and fish 
breeding 22.6 19.1 18.1 2.6 0.1 

Industry, including energy 22.1 21.8 17.9 1.2 -0.1 
Construction 15.5 19.6 24.5 4.3 7.6 
Trade, repair of vehicles and housing devices, hotels, 
restaurants,  transport and communication 17.9 17.7 17.7 2.7 2.3 

Banking and crediting, real estate transactions renting and 
services to users 5.2 5.0 4.7 0.6 0.6 

Other activities in services sphere 9.5 9.4 9.9 1.5 1.8 
IMSFM7 -1.3 -1.2 -1.0 -0.1 0.0 
Taxes on production (less subsidies) 8.4 8.6 8.2 1.1 1.0 
Gross domestic product (in market prices) 100 100 100 13.9 13.3 

 Source: NSS RA 
 
During the reporting period, the Armenian national currency continued to appreciate over the 
US dollar and other foreign currencies. This is a result of a continuous increase in foreign 
currency inflows in the form of private transfers, state grants and direct foreign investments. 
A reduced share of official transfers in GDP up to 1.3% and a decreasing level of final 
consumption in GDP (which was 83.1% in 2006) are among the positive structural changes in 
line with economic developments.  

 

                                                 
5 European System of Accounts 
6 Preliminary data 
7 Indirectly measured  services for financial mediation 



 
 
20 

Table 2.2 - Armenia: Macroeconomic indicators, 2001-2006 
 

 2001 2002 2003 2004 2005 2006 
Nominal GDP (billions of dram) 1,175.9 1,362.5 1,624.6 1,907.9 2,242.9 2,657.1 
Real GDP (1998 prices) 1,145.0 1,296.1 1,477.6 1,632.7 1,859.7 2,107.0 
Real GDP growth (annual % change) 9.6 13.2 14.0 10.5 13.9 13.3 
USD exchange rate (period average) 555 573 579 533 458 416 
GDP (millions of US dollars) 2118 2,376 2,807 3,577 4,900 6,387 
Official unemployment rate, % 10.4 10.8 10.1 9.6 8.2 7.5 
Average nominal wage (000 drams) 24,483 27,324 34,783 43,445 52,060 62,332 
Inflation (period average) 3.1 1.1 4.7 7.0 0.6 2.9 
Public expenditures (% of GDP) 23.6 22.0 22.4 20.6 21.8 21.4 
Fiscal deficit (% of GDP) -4.2 -2.5 -1.3 -1.5 -1.7 -1.3 
Source: NSS RA 

 
State budget revenues increased from 2005 to 2006 in line with stable economic growth and 
as a result of improved tax administration, in particular: simplified processes for license 
provision and state registration of businesses and favorable initiatives directed to regulate tax 
regimes.  The introduction of social cards also facilitated an increase in tax revenues. 
 

Table 2.3 - Armenia: Public revenues, expenditures and fiscal deficit, 2001-2006,  
% of GDP 

  
 2001 2002 2003 2004 2005 2006 
Total revenues  19.5 19.5 21.2 19.1 20.1 20.1 
Tax revenues 13.6 13.9 13.4 13.5 13.9 14.1 
Total expenditures 23.6 22.0 22.4 20.6 21.8 21.4 
Fiscal deficit  -4.2 -2.5 -1.3 -1.5 -1.7 -1.3 

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 poverty 
reduction strategy priorities.  As a result, the social sectors have increased their share of total 
consolidated budget expenditures from 43.3% in 2004 to 46.3% in 2006 (Table 2.4), as access 
to primary health care, basic education and social programs is particularly important for 
improving the well-being of the poor.  
 

Table 2.4 - Armenia: Consolidated budget spending on social sectors* 2001-2006  
(% of total consolidated budget expenditures) 

 
 2001 2002 2003 2004 2005 2006 
Education and science  11.3 10.6 10.5 13.2 13.5 13.8 
Health  5.7 5.3 5.4 6.3 6.4 7.0 
Culture, information, sport, religion 2.5 2.7 4.3 2.6 2.6 2.8 
Pensions** 11.2 11.4 11.1 11.2 11.6 11.7 
Pensions as % of GDP  2.7 2.5 2.5 2.3 2.5 2.5 
Other social programs  9.5 9.0 8.8 10.0 9.5 11.0 
Total 40.2 39.0 40.1 43.3 43.6 46.3 

Source: NSS RA 
*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 
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2.2 Growth and poverty 
 
Stable and high economic growth creates the grounds to improve living conditions and reduce 
poverty. Poverty reduction depends on whether or not growth is followed by changes in 
income distribution.  It also, of course, depends on the initial level of inequality, which 
provides an opportunity for those who are less well-off to benefit from the growth. 
 
The economic growth over the last few 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.  Between 2004 and 2006, the overall incidence of poverty decreased 
from 34.6% to 26.5%, while the incidence of extreme poverty decreased from 6.4% to 4.1%. 
Poverty also became more shallow and less severe.  
 
The poverty to GDP elasticity coefficients were applied to get the numeric expression of 
economic growth on poverty reduction. The poverty to GDP elasticity coefficients show that 
for each percentage point of economic growth recorded from 2004 to 2006, the overall 
poverty incidence declined by 0.55 percentage points (Table 2.5). The elasticity was strongest 
in Yerevan and weakest in other urban areas. 
 

Table 2.5 - Armenia: Poverty-to-value-added elasticity estimates, 2004-2006 
 

 2004-2006 
Overall poverty reduction-to-GDP elasticity -0.55 
a) Urban poverty reduction-to-GDP elasticity  -0.53 
       1) Yerevan poverty reduction-to-GDP elasticity  -0.66 
       2) Non-Yerevan urban poverty reduction to GDP elasticity  -0.43 
b) Rural poverty reduction-to-GDP elasticity -0.61 
c) Rural poverty reduction-to-agriculture value-added elasticity -1.10 

          Source: NSS RA and ILCS 2004-2006. 
 
 
 
 



 
 
22 

CHAPTER  3: POVERTY PROFILE 2004-2006 
A key indicator used to estimate the welfare and living standards of the population is the level 
of poverty in a country. According to the World Bank (WB) definition, “Poverty is the 
inability to ensure a certain minimum living standards.” 
The first point of the Millennium Development Goals (MDG), declared by the United Nations 
(UN) in 2000, is a reduction by half of the proportion of people living in extreme poverty and 
suffering from hunger by 2015. To meet the requirements of this point, several countries of 
the world, with technical assistance of the WB, have developed poverty reduction strategies.  
The Armenia Poverty Reduction Strategy Paper (PRSP) was approved by the RA Government 
in 2003. In 2006 the Government launched preparation of the Second PRSP.  
Steady and accelerating economic performance, stability in the labor market and growing 
wages, increased pensions and other social transfers, and robust growth in remittances from 
Armenians working abroad have decreased inequality in income and consumption distribution 
and have become the main engines behind poverty reduction. Poverty has become more 
shallow and less severe. However, poverty still remains an issue in Armenia as approximately 
850,000 people (26.5% of the population) are poor, and among them, roughly 130,000 people 
are very poor. Poverty continues to be higher in urban areas, excluding Yerevan.  Yerevan 
benefited the most from growth from 2004 to 2006.  Poverty reduction among residents of the 
rural areas was higher as compared to both the national average and other urban areas. 
 
The adjusted methodology for poverty estimation, which was introduced first in 2004 with 
the support of World Bank experts, was used from 2004 to 2006. 
 
3.1 Poverty indicators and their trends  
 
Poverty trends: Armenia notably reduced poverty from 2004 through 2006.  Nearly 260,000 
people were lifted out of poverty and the incidence of poor people fell by 23.4%: from 
approximately 35% to approximately 27% (Table 3.1).  Extreme poverty declined even faster, 
from 6% to about 4%, a fall of 36%; almost 75,000 people (out of 260,000) escaped extreme 
poverty.  Poverty has become more shallow and less severe as the poverty gap and the 
severity of poverty have also declined significantly.  In 2006, the poverty gap was estimated 
at 3.8% (down from 7.4% in 2004), while the severity of poverty was estimated at 1.1% 
(down from 2.4%).  The shortfall between the consumption of the poor and the poverty line 
(in percent of the poverty line) fell from 21% to 15%.  Despite these remarkable results, 
poverty still remains an important issue in Armenia as 26.5% of the population (about 
850,000 people) are poor, and among them, about 130,000 are very poor. 

Table 3.1 - Armenia: Poverty indicators in 2004-2006 (in %) 
 

Source: Integrated Living Conditions Survey (ILCS) 2004-2006 
 

2004 2005 2006 2006/ 2004  

Very 
poor Poor Very 

poor Poor Very 
poor Poor 

Share in 
total 

population 

Poverty 
gap 

Severity 
of 

poverty 

Very 
poor Poor 

Urban 
areas 7.5 36.4 5.3 30.7 5.0 28.2 63.6 4.4 1.3 -33.3 -22.5 

  Yerevan 6.1 29.2 3.6 23.9 3.5 21.0 32.7 2.4 0.7 -42.6 -28.1 
   Other 
urban 9.2 43.9 7.2 37.8 6.6 35.8 30.9 6.4 2.0 -28.3 -18.5 

Rural 4.4 31.7 3.2 28.3 2.4 23.4 36.4 3.0 0.7 -45.5 -26.2 
Total  6.4 34.6 4.6 29.8 4.1 26.5 100.0 3.8 1.1 -35.9 -23.4 
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Poverty indicators are computed using the 2004 minimum food basket and the non-food share 
estimated in 2004. Poverty lines for 2005-2006 are adjusted for inflation.  
 

Table 3.2 - Armenia: Poverty lines, 2004-2006, per adult equivalent,  
per month in AMD 

 
 2004 2005 2006 2006 / 2004, % 
Extreme (food) poverty line 12,467 13,266 14,300 114.7 

Complete poverty line 19,373 20,289 21,555 111.3 
Source: ILCS 2004 - 2006 
                          

The poor are defined as those with a consumption per adult equivalent below the poverty line, 
while the very poor (extremely poor) are defined as those with a consumption per adult 
equivalent below the food (extreme) poverty line.   
 
In 2006, the overall poverty line expressed per adult equivalent per month and the food line 
expressed per adult equivalent per month were 21,555 and 14,300 drams, respectively.   
 
The poverty gap of 3.8% indicates that if the country could mobilize resources equivalent to 
3.8% of the poverty line for each individual (both poor and non-poor), and if these resources 
were allocated to the poor, then poverty would, theoretically, be eliminated.  If calculated 
over the poor population only, the poverty gap indicates the 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 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 2006 ILCS, 
real average monthly consumption for the entire population increased by 25.7% in 
comparison with 2004; more importantly, this increase affected all consumption quintiles. 
Poverty by economic regions: Poverty in Armenia continues to be higher in urban 
populations than in rural populations. 
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Figure 3.1 - Armenia: Composition of poor and very poor by regions, 2004 and 2006  
(in %) 

         Source: ILCS 2004 - 2006 
 
The capital city of Yerevan, where most economic opportunities are concentrated, has 
benefited the most from growth, and has experienced the highest reduction in poverty 
incidence (by 28.1% since 2004).  In contrast, urban areas outside of Yerevan, i.e. secondary 
cities, have recorded a comparatively lower reduction in poverty (18.5%), remaining the 
poorest segment of the Armenian population.  Most of the poor are urban residents, reflecting 
the urban/rural composition of total population (Table 3.1). Between 2004 and 2006, the 
reduction in poverty in the rural areas was higher than the reduction of poverty in the urban 
areas.  
 
In 2006, rural areas had the smallest incidence of very poor population and non-Yerevan 
urban areas had the highest (2.4% and 6.6%, 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 own consumption), the relative price increase of food 
products had a favorable impact on rural poverty reduction.  Yet, it should be noted that the 
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. 
 
Poverty trends by economic region in Armenia are similar to those observed in other countries 
in the Europe and Central Asia Region.  Empirical evidence from those countries shows that 
capital cities benefited the most from improved economic performance, rural areas lagged 
behind, and urban areas outside capital cities benefited the least (Alam et al., 2005).  
 
Poverty by marzes:  Armenia is administratively divided into 11 regions (marzes).  Table 3.3 
presents poverty measurement results between 2004 and 2006 by marz. The latest rounds of 
the ILCS (2004-2006) are the only ones conducted thus far in Armenia that provide a 
representation at the marz level.  However, while analyzing the data, standard errors of 
indicators, which are presented in the Annex, should be taken into account.  
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In 2006, poverty incidence by marzes was not significantly different from the national 
average. Poverty incidence was higher in the Shirak, Kotayk, Armavir, Gegharkunik, 
Aragatsotn, Ararat, and Lori marzes as compared to the national average. With almost 37.3% 
of the population below the poverty line, Shirak, a high altitude marz devastated by an 
earthquake in 1988, was still the poorest in Armenia.  
 
Poverty incidence declined in all marzes, but declined the most in Vayots Dzor marz (by 2.5 
times), Syunik marz (by 1.4 times), Gegharkunik marz (1.4 times), and Yerevan (by 1.4 
times).    
 
Extreme poverty declined in nearly all marzes, but declined the most in Vayots Dzor marz 
(from 4.1% in 2004 to 1.3% in 2006), in Syunik marz (from 5.9% in 2004 to 2.1% in 2006), 
Shirak marz (by 2.8 times), Gegharkunik marz (from 4.5% of 2004 to 2.6% in 2006), and in 
Aragatsotn marz (from 5.6% of 2004 to 2.6% in 2006).  Only Lori marz recorded an increase 
in extreme poverty from 2004.  
 

Table  3.3 - Armenia: Poverty measures by marz, 2006 (in %) 
 

 
Extreme 
poverty 

incidence 

Poverty 
Incidence 

Share of the 
poor 

Share in total 
population 

Poverty 
gap 

Severity of 
poverty 

Yerevan 3.5 21.0 26.0 32.7 2.4 0.7 
Aragatsotn 2.6 27.5 5.1 4.9 2.8 0.6 
Ararat 5.5 27.0 8.2 8.0 3.8 1.0 
Armavir 3.4 30.8 9.9 8.5 3.9 0.9 
Gegharkunik 2.6 29.8 7.5 6.7 3.9 0.9 
Lori 5.5 27.0 9.7 9.5 5.4 1.8 
Kotayk 8.1 32.0 11.7 9.7 7.2 2.5 
Shirak 3.7 37.3 12.7 9.0 5.9 1.7 
Syunik 2.1 25.3 4.6 4.8 2.2 0.5 
Vayots Dzor 1.3 11.4 0.8 1.9 1.3 0.3 
Tavush 3.3 23.5 3.8 4.3 4.2 1.2 
Total 4.1 26.5 100.0 100.0 3.8 1.1 
Source: ILCS 2006 

 
Table 3.4 - Armenia: Dynamics of poverty measures by marz, 2004 -2006 (in %) 

 
2004 2005 2006 2006/2004*   

Very 
poor Poor Very 

poor Poor Very 
poor Poor Very 

poor Poor 

Yerevan 6.1 29.2 3.6 23.9 3.5 21.0 -42.6 -28.1 
Aragatsotn 5.6 35.4 3.1 32.3 2.6 27.5 -53.6 -22.3 
Ararat 6.4 32.7 7.4 30.9 5.5 27.0 -14.1 -17.4 
Armavir 6.6 36.0 3.8 31.6 3.4 30.8 -48.5 -14.4 
Gegharkunik 4.5 41.9 2.9 36.8 2.6 29.8 -42.2 -28.9 
Lori 4.5 31.3 5.8 28.8 5.5 27.0 +22.2** -13.7 
Kotayk 9.2 39.3 8.7 34.5 8.1 32.0 -12.0 -18.6 
Shirak 10.4 48.8 4.3 42.5 3.7 37.3 -64.4 -23.6 
Syunik 5.9 36.5 2.3 28.9 2.1 25.3 -64.4 -30.7 
Vayots Dzor 4.1 28.9 1.8 19.2 1.3 11.4 -68.3 -60.6 
Tavush 3.3 30.5 3.8 25.8 3.3 23.5 0.0 -23.0 
Total 6.4 34.6 4.6 29.8 4.1 26.5 -35.9 -23.4 

Source: ILCS 2004, 2005, and 2006. 
Note: This Table with statistical errors is presented as Table A3.4 in Statistical Annex 2 
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* 100% minus growth rate  
           **Extreme poverty has increased  
 

Poverty incidence sensitivity to changes in poverty line: The number of very poor people 
appears more sensitive to changes in the poverty line than in overall poverty, which indicates 
a higher concentration of individuals around the food line than around the overall poverty 
line.  Table 3.6 presents the changes in poverty incidence for a given change in the poverty 
line.  If the poverty line increases by 5%, extreme poverty will increase by 10%, while overall 
poverty will increase by 3%.  The changes in poverty are statistically significant (at the 1% 
significance level) when the poverty line decreases by 5, 10, or 20% and also when it 
increases by 20%.  
 

Table 3.5 - Armenia: Changes in poverty incidence with respect to changes  
in poverty line, 2006  

 
Changes in poverty line Very poor (%) Poor (%) 

Unchanged, 0% 4.1 26.5 
     +5% 4.5 27.2 
     -5% 2.7 16.8 
     +10% 5.4 28.9 
     -10% 1.6 12.8 
    +20% 7.5 34.5 
    -20% 0.8 7.6 

   Source: ILCS 2006 
 
Consumption vs. income poverty:  Table 3.6 illustrates comparisons between consumption 
and income poverty in Armenia between 2004 and 2006.  As expected, income-based poverty 
estimates were higher than those based on consumption as a welfare measure.  The difference 
is explained by a lower income than consumption aggregate.  
 

Table 3.6 - Armenia: Consumption and income poverty incidence, 2004-2006  
 

 2004 2005 2006 
Consumption per adult equivalent, drams, autumn 2004 
prices 26,202 28,302 32,934 

Income per adult equivalent, drams, autumn 2004 prices 21,656 23,984 24,314 
Income/consumption ratio 0.827 0.847 0.738 
Consumption poor    
Very poor 6.4% 4.6% 4.1% 
Poor 34.6% 29.8 % 26.5% 
Income poor    
Very poor 33.2% 28.4% 28.1% 
Poor 58.5% 53.4% 52.1% 

Source: ILCS 2004, 2005, and 2006   
Note: Income is defined as total disposable income, and includes cash income, monetary value of 
consumption in kind, and recourses taken from wages. 
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Figure  3.2 - Armenia: Consumption and income poverty incidence, 2004-2006 
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Source: ILCS 2004 and 2006. 
Note: C&I denotes the incidence of those who are both consumption and income very poor/poor. 

 
How much would it cost to eliminate poverty?  Armenia would need 32.4 billion drams, or 
1.2% of GDP, in addition to resources already spent on social assistance, to eliminate poverty, 
assuming perfect targeting of assistance to the poor (Table 3.7).   
 
Eradication of extreme poverty would require about 2.7 billion drams, or 0.1% of GDP, in 
addition to social assistance already received by the very poor (and assuming perfect 
targeting).8     
 
Since perfect targeting is unlikely, as evidenced by other countries, the actual resources 
needed to eliminate poverty would be significantly higher.  In market economies, the costs  
are found to be at least double the minimum costs necessary for eliminating poverty under 
conditions of perfect targeting. 
 

Table 3.7 - Armenia: A monetary magnitude of poverty reduction, 2006  
 

 Very poor Poor 
Average consumption of the poor (drams per adult 
equivalent per month) 12,590 18,396 

Poverty line (drams per adult equivalent per month) 14,300 21,555 
Additional consumption needed (drams per month) 1,710 3,159 
Shortfall: % of poverty line needed for the poor 12.0 14.7 
GDP (billion dram) 2,657.1 2,657.1 
Budget required (billion dram) 2.7 32.4 
Budget required in % of GDP 0.1 1.2 

        Source: ILCS 2006 
 

As discussed in the chapter on social protection, social assistance in Armenia is fairly well 
targeted.  However, there is room for improvement in targeting, as about one forth of the 
resources allocated to the targeted family benefit appear to be received by non-poor 
population. 
 
 

                                                 
8 Amounts requested are smaller compared to 2004, which is explaned by reduced number of poor.  
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3.2 Poverty and economic growth linkages  
 
In principle, changes in poverty are driven by changes in the welfare aggregate and in the 
inequality of its distribution.  Following a methodology developed by Datt and Ravallion 
(1992), the change in poverty in Armenia was decomposed into growth and distribution 
components. The first component (growth) shows what the impact of consumption growth 
would be on poverty if inequality remained unchanged, while the second component 
(distribution) shows what the impact of distribution on poverty would be if consumption 
remained unchanged.  The results suggest that the observed decrease in poverty in Armenia 
between 2004 and 2006 can be attributed to a growth in welfare, as measured by the 
consumption per adult equivalent (see Table A3.8, Statistical Annex).  
 
The reduction in poverty incidence in Armenia of 8.17 percentage points between 2004 and 
2006 is a result of both components (growth and inequality). An increase in the first 
component (mean consumption), causes a reduction in poverty by 19.07 percentage points; 
however, an increase in the second component (inequality in distribution) causes an increase 
in poverty by 10.91 percentage points. Thus, the distribution component is having the reverse 
impact as compared to growth component. 
      

Table 3.8 - Armenia: Annual growth rates of consumption by regions, 2004 -2006 
 

Annual growth rates Total Yerevan Other 
urban Rural 

Growth rate in the mean (ordinary growth rate) 14.0 15.0 14.0 12.6 
Mean percentile growth rate 15.0 16.5 18.2 12.6 
Mean growth rate of the lowest quintile 13.7 15.4 13.6 12.3 
Mean growth rate for P(0), extreme poverty line   13.8 21.0 11.0 15.0 
Mean growth rate for P(0), overall poverty line 12.7 17.0 11.6 11.1 

   Source: ILCS 2004, 2005, and 2006.       
   Notes: Growth rates refer to consumption. P(0) denotes poverty incidence (Foster, Greer and Thorbecke,   
      1984). 
 
Economic growth in Armenia can be measured by mean consumption growth at various 
segments of distribution (Ravallion and Chen 2003).  Table 3.8 shows that the consumption of 
the poor grew more slowly than overall consumption (12.7% and 14.0% per year, 
respectively), suggesting that the distributional shift favored the non-poor. While the 
consumption of the very poor has been growing at an even faster pace, at 13.8% per year, 
indicating the most vulnerable Armenians gain relatively more from economic growth as 
compared to the overall poor.  As already noted, it leads to a larger reduction in extreme than 
overall poverty incidence (35.9% versus 23.4% between 2004 and 2006). 
 
As illustrated by the growth incidence curves presented below, middle decile groups benefited 
the most from economic growth, followed by the top decile group. The population in the third 
decile group benefited the least (Figures 3.3-3.6). To better understand growth incidence 
curves, consumption growth by deciles are presented in Table 3.9.  
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 Table 3.9 -  Armenia: Consumption growth rates by percentile groups 
in 2004 comparable prices, 2004-2006 

 
Percentiles Total Yerevan Other urban Rural 

10 23.26 35.95 18.19 23.19 
15 24.14 34.87 18.95 21.84 
20 24.05 32.18 19.57 20.60 
25 22.98 31.17 20.23 19.43 
30 22.38 31.04 20.54 19.64 

   Source: ICLS 2004, 2005, and 2006. 
 
Looking across regions, consumption of the poor in Yerevan grew much faster than overall 
consumption (17% compared to 15% per year respectively, Table 3.8). Moreover, 
consumption of the very poor has been growing at an even faster pace, 21% per year, 
indicating the highest relative gain for the most vulnerable Yerevanians and leading to a 
larger reduction in extreme than overall poverty incidence.  A similar situation was observed 
in rural areas, as consumption of the very poor in rural areas has been growing faster than 
overall consumption (15% per year compared to 12.6% respectively). 
 

Figure 3.3 - Armenia: Consumption growth curve, 2004-2006 
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              Source: ILCS 2004, 2005, and 2006 
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Figure 3.4 - Armenia: Consumption growth curve in Yerevan, 2004-2006 
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Source: ILCS 2004, 2005, and 2006 
 

Figure 3.5 - Armenia: Consumption growth curve in other urban areas, 2004-2006 
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Source: ILCS 2004, 2005, and 2006 
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Figure 3.6 - Armenia: Consumption growth curve in rural areas, 2004-2006 
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Source: ILCS 2004, 2005, and 2006 

 
 
3. 3 The poverty profile and its changes over 2004-2006 
 
 

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

(a) There were no significant gender differences in poverty from 2004 to 2006 (Table 
3.10).  

(b) Poverty incidence declined with the increased age of the population. Children under 
five were more affected by poverty than other age groups. Poverty was the lowest 
among the elderly and this can be explained by increased pensions, elimination of 
pension arrears, and transfers and other assistance received from their children.  
Improved economic conditions of elderly were observed in all transitional countries 
over the last five years. 

 
Table 3.10 - Armenia: Poverty measures by gender and age groups, 2004- 2006 (in %)  

 
2004 2005 2006 

 Very 
poor Poor Very 

Poor Poor Very 
poor Poor  Share of 

the poor 

 Share of 
the 

population
Gender 
Female 6.4 34.3 4.6 29.7 4.2 26.6 54.3 54.0 
Male 6.4 35.0 4.5 30.1 4.0 26.3 45.7 46.0 
Age groups 
Children 0-5 8.0 41.9 5.1 34.9 5.6 35.3 9.6 7.2 
Children 6-14 7.2 36.6 5.3 32.0 4.3 26.5 13.9 13.8 
Children  15-19 6.1 35.0 4.9 30.2 4.8 27.8 9.9 9.4 
 Aged 20-24  6.4 35.4 5.6 29.8 3.8 27.3 9.0 8.7 
Aged 25-29  6.7 39.2 4.3 29.7 4.4 27.5 7.5 7.2 
Aged 30-34  8.4 37.5 4.9 30.8 3.6 26.3 6.2 6.3 
Aged 35-39  6.6 35.6 4.5 31.6 4.3 26.6 5.9 5.9 
Aged 40-44  5.5 32.7 4.1 29.6 4.0 27.0 7.4 7.2 
Aged 45-49  5.8 29.3 4.4 27.4 3.1 21.9 6.5 7.8 
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2004 2005 2006 

 Very 
poor Poor Very 

Poor Poor Very 
poor Poor  Share of 

the poor 

 Share of 
the 

population
Aged 50-54  5.4 30.2 4.8 27.9 3.3 24.7 6.0 6.5 
Aged 55-59  4.6 30.5 3.1 26.6 2.7 22.1 3.8 4.6 
Aged 60-64  6.3 30.3 3.0 25.0 1.8 21.9 2.1 2.6 
Aged 65+  5.3 31.5 3.5 28.2 4.5 25.1 12.2 12.8 
Total 6.4 34.6 4.6 29.8 4.1 26.5 100 100 
    Source: ILCS for 2004, 2005, and 2006 

 
(c) Larger households with children faced higher poverty risk.  The relative poverty risk 

increased with household size (Table 3.11).  An 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.      

 
Table 3.11 - Armenia: Poverty measures by household size, 2004-2006 (in %)  
 

2004 2005 2006 
 Very 

Poor Poor Very 
poor Poor Very 

poor Poor  Share of 
the poor 

 Share of the 
population 

Number of household members 
1 1.6 13.2 1.9 15.7 4.1 14.1 1.7 3.2 
2 3.9 20.3 2.1 18.7 2.6 18.5 5.9 8.5 
3 3.8 25.3 3.2 18.9 2.0 17.1 8.1 12.6 
4 5.3 28.5 4.0 25.0 2.7 22.1 18.1 21.6 
5 5.2 36.3 4.7 34.8 3.6 29.9 24.4 21.6 
6  7.7 39.7 6.1 34.0 5.2 32.1 20.7 17.0 
7 or more 11.9 52.8 7.2 46.8 7.9 36.1 21.1 15.5 
Total 6.4 34.6 4.6 29.8 4.1 26.5 100 100 
  Source: ILCS for 2004, 2005, and 2006 

 
In Armenia, the presence of children increased the incidence of poverty. Households 
with three or more children experienced a significantly higher poverty risk than the 
national average and than those with one or two children (Table 3.12).  However, 
these results should be treated with caution since the outcomes largely depend on 
assumptions made regarding equivalence scales and economies of scale (Lanjouw and 
Ravallion, 1995). 
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Table 3.12 - Armenia: Poverty measures by number of children and elderly, 2004-2006 
(in %) 

  Source: ILCS for 2004, 2005, and 2006 
 

(d) The presence of elderly members increased the poverty incidence significantly, but 
less so in 2006 than in 2005.  A typical Armenian household, which consists of two 
adults and two children, experiences a lower than average poverty risk.  If elderly are 
included in this typical household, the poverty risk increases slightly (Table 3.13).  
Households consisting of only elderly people experienced a substantially lower 
poverty incidence than the national average (28% lower than the average). 

 
Table  3.13 - Armenia: Poverty measures by household composition, 2004-2006 (in %) 

 
2004 2005 2006 

 Very 
poor Poor Very 

Poor Poor Very 
poor Poor  Share of 

the poor 

 Share of 
the 

populatio
n 

1 adult, no children  0.6 11.9 2.4 12.3 2.7 11.0 0.4 0.9 
1 adult, with children 4.2 21.6 3.6 23.3 2.1 25.1 3.0 3.2 
2 adults, no children 4.6 17.4 1.3 12.7 1.2 12.1 1.4 3.1 
2 adults, 2 children 5.1 28.1 5.1 23.8 3.8 20.3 6.7 8.7 
2 adults, 2 children, 1 
elderly 5.7 36.8 4.1 38.0 0.4 28.1 4.4 4.2 

2 adults, 2 children, 2 
elderly 7.2 33.5 3.0 26.8 6.2 24.6 2.7 2.9 

elderly, no children, 
no adults 2.5 19.0 2.0 19.4 4.1 19.1 3.5 4.8 

Other 7.0 37.8 5.0 32.6 4.5 28.6 77.9 72.2 
Total 6.4 34.6 4.6 29.8 4.1 26.5 100.0 100.0 
Source: ILCS for 2004, 2005, and 2006 

 
(e) Female-headed households are more likely to be poor as compared to male-headed 

households (28.5% versus 25.8% in 2006). Female-headed households with children 
are more likely to be poor compared to the national average, and they comprised 20% 
of the poor in 2006 (and 17% of the population; Table 3.14).  The high share of 
female-headed households could be explained by emigration and its patterns, as it is 
normally the father who heads abroad in search of better employment opportunities.  

2004 2005 2006 
 
 Very 

poor Poor Very 
poor Poor Very 

Poor Poor  Share of 
the poor 

 Share of 
the 

population
Number of children 

0 child 5.4 30.0 4.2 26.9 3.3 22.3 56.0 66.6 
1 child 7.6 42.7 5.2 34.1 4.6 33.2 25.5 20.3 
2 children 9.4 42.6 5.7 37.4 7.7 35.7 14.8 11.0 
3 or more 
children 9.4 54.3 3.3 51.7 6.3 45.9 3.6 2.1 

Number of elderly 
0 elderly 6.0 33.3 4.7 27.6 3.8 25.8 55.6 57.0 
1 elderly 7.0 34.4 5.2 32.8 4.1 28.3 30.7 28.7 
2 or more 
elderly 6.7 39.6 3.2 32.8 5.2 25.4 13.7 14.3 

Total 6.4 34.6 4.6 29.8 4.1 26.5 100 100 
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Then, once established, the family follows.  High poverty among these families may 
be explained by a number of factors including low wages or lack of employment 
opportunities, as well as that the departed spouse may not be able to or may be 
unwilling to support the family and others.    

 
Table  3.14 - Armenia: Poverty measures by gender of household head, 

2004-2006 (in %) 
 

2004 2005 2006 

 Very 
Poor Poor Very 

poor Poor Very 
poor Poor  Share of 

the poor 

 Share of 
the 

population
Male headed 6.0 34.2 4.2 28.4 4.1 25.8 73.6 75.5 
Female headed 7.5 35.8 5.5 34.4 3.9 28.5 26.4 24.5 

Female head, no 
children 5.6 23.5 3.8 24.8 3.6 20.2 5.9 7.8 

Female head, 
with children 8.3 41.3 6.5 40.3 4.0 32.4 20.4 16.7 

Total 6.4 34.6 4.6 29.8 4.1 26.5 100.0 100.0 
   Source: ILCS for 2004, 2005, and 2006 

 
Figure 3.7 - Armenia: Poverty measures by household composition,  

2004 and 2006 (in %)  

   Source: ILCS for 2004 and 2006 
 

(f) People who were better educated were less likely to be poor (Table 3.15).  Highly 
educated people had the lowest poverty incidence, around 44% lower than the national 
average and 2.6 times lower than those with only primary or lower education.  
Extreme and overall poverty declined the most for highly educated segments (those 
with a specialized secondary education and/or a university degree). However, those 
with an upper secondary education were the largest group among the poor (53%).  
While this reflects their Share of the population over 16 years of age, it also indicates 
this group is facing difficulties finding jobs.  Extreme and overall poverty are higher 
among people with primary or lower education, as well as among people with an  
incomplete secondary education. 
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Table 3.15 - Armenia: Poverty by education, 2004-2006 (population 16+,  in %) 
2004 2005 2006 

 Very 
Poor Poor Very 

poor Poor Very 
poor Poor Share of the 

poor 
Share of the 
population 

Primary or less 7.2 37.4 4.6 29.9 8.6 37.3 3.7 2.6 
Lower secondary 8.1 39.2 6.7 37.0 8.3 36.4 12.0 8.4 
Upper secondary 7.4 39.2 5.3 34.4 4.4 29.9 52.6 45.0 
Specialized 
secondary 5.6 31.9 3.8 26.1 2.4 22.3 19.8 22.7 

Tertiary 
education 2.6 19.5 1.9 15.4 1.9 14.3 11.9 21.3 

Total 6.1 33.5 4.4 28.9 3.8 25.6 100.0 100.0 
Source: ILCS for 2004, 2005, and 2006 

 
Figure 3.8 - Armenia: Poverty by education, 2004-2006 (population 16+, in %) 

 
 

         

Source: ILCS for 2004 and 2006 
 
(g) Labor market participation played an important role in determining poverty status.  

Lack of employment opportunities increase the risk to be poor, and in particular, to be 
very poor. Though in 2006, the level of poverty among the households with no 
employed members was reduced by 15.3% compared to 2004, this group continues to 
face the highest poverty risk (Table 3.16). During the same period, the probability for 
being very poor among households with no employed members was twice higher than 
the national average. 

 
Table 3.16 - Armenia: Poverty by the number of the employed in the household, 

2004-2006 (in %)  
 

2004 2005 2006 
 Very 

poor Poor Very 
poor Poor Very 

poor Poor  Share of the 
poor 

 Share of the 
population 

Nobody is 
employed 9.8 38.0 7.5 35.2 7.6 32.2 21.4 17.0 

1 member is 
employed 6.9 35.0 4.7 29.8 3.7 25.1 36.4 37.0 

2 members are 
employed 4.5 29.9 2.7 23.9 2.9 22.8 27.1 30.4 

3 and more 
members are 
employed 

4.5 33.2 3.1 28.7 1.8 24.9 15.1 15.6 

Total 6.1 33.5 4.4 28.9 3.8 25.6 100.0 100.0 
Source: ILCS for 2004, 2005, and 2006. 
Note: Population 16+ 
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From 2004 to 2006, the incidence of poverty was reduced both among labor market 
participants (employed and unemployed, the economically active population) and non-
participants (the economically inactive population). 
 
Labor provides income and thus reduced the poverty risk. Empirical data shows that a 
majority of the poor have no jobs or are inactive, while a majority of the non-poor were 
employed. It is worthwhile to note that poverty incidence was reduced among the inactive 
population. It is assumed that a decrease in poverty among these households can be a result of 
increased social transfers (pensions, family benefits, etc) and remittances, all of which are 
very important sources of income for these households.  
 
The unemployed faced the highest poverty risk among participants in the labor market (Table 
3.17). Looking across the regions, it appears that poverty among unemployed in other urban 
areas is 1.7 times higher than among unemployed in Yerevan and 1.3 times higher compared 
to rural unemployed.  
 
Poverty was also reduced among pensioners. The living standards of pensioners were better in 
rural areas, as very few of them were in extreme poverty. In contrast, 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.  
 

Table 3.17 - Armenia: Poverty and Labor force participation by regions, 2004-2006 
(population 16+, in %) 

 
2004 2005 2006 

 Very 
poor Poor Very 

poor Poor Very 
poor Poor  Share of 

the poor 
 Share of the 
population 

Total population         
Participants 5.7 32.6 4.7 30.0 3.9 26.7 53.8 51.5 
   Wage employees 4.4 27.5 3.0 22.7 2.2 21.3 19.5 23.3 
   Self-employed 4.3 31.0 3.2 27.3 2.8 23.9 15.3 16.3 
   Other employed 4.3 38.8 - - - - - - 
   unemployed 11.4 45.9 10.0 46.9 8.7 41.2 19.1 11.8 
Non participants 6.6 34.8 3.9 27.5 3.8 24.4 46.2 48.5 
  Pensioners 6.2 33.2 3.9 30.0 4.6 26.5 20.3 19.8 
  Students 3.1 22.8 2.1 14.8 3.0 14.8 4.8 7.1 
  Other non participants 8.2 40.6 4.7 29.9 3.4 26.1 21.2 17.6 
Yerevan         
Participants 6.1 27.8 3.4 24.3 2.9 19.8 47.9 50.3 
   Wage employees 3.8 23.8 1.8 20.2 1.8 17.2 27.0 32.5 
   Self-employed 6.6 20.6 1.9 12.8 2.7 15.5 4.5 6.0 
   Other employed 1.0 16.7 - - - - - - 
   unemployed 11.1 38.3 8.1 37.9 6.0 29.0 16.4 11.7 
Non participants 5.2 28.0 3.4 22.2 3.9 21.7 52.1 49.7 
  Pensioners 5.8 31.2 4.2 27.6 6.1 29.2 26.3 18.7 
  Students 2.5 15.5 1.3 9.2 2.7 9.1 4.5 10.1 
  Other non participants 5.8 30.6 3.6 23.1 2.6 21.2 21.3 20.9 
Other urban         
Participants 8.0 40.8 7.9 39.6 7.1  37.5 56.0 51.8 
   Wage employees 6.2 34.7 5.2 29.0 3.4 29.2 19.7 23.4 
   Self-employed 5.9 39.4 4.7 33.1 5.6 33.2 9.3 9.7 
   Other employed 4.1 40.6 - - - - - - 
   unemployed 13.0 52.4 12.8 55.6 12.6 50.1 27.0 18.7 
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2004 2005 2006 
 Very 

poor Poor Very 
poor Poor Very 

poor Poor  Share of 
the poor 

 Share of the 
population 

Non participants 9.4 44.9 5.8 33.6 5.2 31.6 44.0 48.2 
  Pensioners 8.2 39.5 6.1 36.5 5.5 32.6 19.4 20.7 
  Students 4.8 32.7 4.1 23.9 4.4 22.2 5.1 8.0 
  Other non participants 11.6 52.2 6.1 34.3 5.2 34.5 19.4 19.5 
Rural         
Participants 4.0 30.6 3.3 27.3 2.0 23.8 56.1 52.4 
   Wage employees 2.7 24.6 2.3 19.1 1.3 19.1 12.4 14.4 
   Self-employed 3.9 29.9 2.9 27.2 2.1 23.0 33.3 32.1 
   Other employed 5.3 44.0 - - - - - - 
   unemployed 8.4 51.7 6.8 42.2 2.7 39.7 10.4 5.8 
Non participants 4.7 31.1 2.7 27.3 2.4 20.5 43.9 47.6 
  Pensioners 4.3 28.7 1.8 26.0 2.3 18.3 15.9 19.3 
  Students 2.1 22.6 0.8 12.7 2.0 15.2 4.5 6.6 
  Other non participants 6.2 37.1 4.6 33.8 2.6 24.0 23.5 21.7 
Total 6.1 33.5 4.4 28.9 3.8 25.6 100.0 100.0 

Source: ILCS for 2004, 2005, and 2006 
 
 
Box 3.1 

 
Child Poverty and Nutritional Status of Children9 

 
Child poverty is one of the key indicators of the welfare of a society. Children are less 

protected from poverty and the longer they stay poor, the harder it is to overcome it. Proper 
nutrition, especially during the first three years of the life, is very vital for the mental 
development of a child. In the case of malnutrition, in particular if iron and iodine are lacking 
(which are the first signs of poverty), the usual progress of a child can be destroyed, leading 
to poor mental capabilities and poor learning skills and  bringing forth a chain of negative 
consequences throughout a child’s whole life.  

 
Anthropometry provides one of the most important indicators of a child’s nutritional 

status. Height and weight measurements were obtained for children in the household under 
five. The data on height and weight was used to compute three summary indices of nutritional 
status: height-for-age, weight-for-height, and weight-for-age. These three indices indicate 
children’s susceptibility to diseases and their chances of survival.  

 
The nutritional indices are expressed as percentages that fall between standard 

deviation units from the median for the international reference population recommended by 
the World Health Organization (WHO). Children who fall more than two standard deviations 
below the reference median are regarded as undernourished, while those who fall more than 
three standard deviations below the reference median are considered severely undernourished. 
In the survey, 1,419 children in the household under five years of age were eligible for height 
and weight measurements. Table 1 below shows the nutritional status for all children with 
valid measurements by demographic and other background characteristics. 
 

Children whose height-for-age is below minus two standard deviations from the 
median of the reference population are considered stunted or short for their age. Stunting is 
the outcome of a failure to receive adequate nutrition over an extended period of time and is 
                                                 
9 According to 2005 Armenia Health and Demographic Survey (DHS 2005). 
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affected by recurrent or chronic illness. Overall, there has not been any change in stunting 
since 2000: 13% of children under age five are stunted, including 3% severely stunted. 
Analysis of the indicator by various age groups shows that during the first year of life, 
stunting increases from 7% for children under six months to 12% for those 9-11 months, 
peaks at age 12-23 months (one in five children is stunted), and then stabilizes at around 12% 
for older children. 

 
Table 1:     Nutritional status of children 

Percentage of children under five years classified as malnourished according to three anthropometric indices of 
nutritional status: height-for-age, weight-for-height, and weight-for-age, by background characteristics, Armenia 
2005 
–––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––– 
 Height-for-age (stunted) Weight-for-height (wasted)Weight-for-age (underweight) 
 ––––––––––––––––––––––––– –––––––––––––––––––––––  –––––––––––––––––––––––––  
 Percent- Percent-  Percent- Percent-  Percent- Percent- 
 age age Mean age age Mean age age Mean Number 
Background below below Z-score below below Z-score below below Z-score of 
characteristic -3 SD -2 SD1 (SD) -3 SD -2 SD1 (SD) -3 SD -2 SD1 (SD) children 
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––
––––––––––––––––––––– 
Age of child in months 
  <6 1.9  6.6  -0.1  0.0  2.8  0.5  0.0  0.3  0.4  120  
  6-8 1.8  7.8  -0.3  0.0  1.4  0.4  0.0  4.8  0.0  69  
  9-11 1.5  11.6  -0.5 0.0  3.7  0.7  0.0  3.2  0.1  76  
  12-17 2.1  19.8  -0.5 2.5  7.2  0.1  0.2  2.2  -0.3  131  
  18-23 3.0  20.2  -0.7  0.7  11.0  -0.1  0.4  7.0  -0.4  139  
  24-35 3.2  12.2  -0.4  0.4  4.4  0.2  0.3  6.2  -0.1  285  
  36-47 4.0  11.3  -0.5  0.7  7.0  0.1  0.0  5.0  -0.3  255  
  48-59 2.0  12.9  -0.4  0.0  1.6  0.4  0.0  1.5  0.0  217  
                   
               
Residence           
  Urban  2.6  14.0  -0.3  0.8  6.0  0.2  0.2  3.8  -0.0  752  
  Rural  2.9  11.5  -0.6  0.2  3.7  0.3  0.1  4.3  -0.2  541  
                      
Region           
  Yerevan  3.2  17.7  -0.3  0.8  4.8  0.3  0.0  3.0  0.0  432  
  Aragatsotn  6.4  18.9  -0.9  0.1  0.1  0.5  0.0  1.7  -0.2  70  
  Ararat  2.3  13.6  -0.8  0.0  3.8  0.3  0.0  7.4  -0.3  128  
  Armavir  0.8  4.5  -0.3  0.0  1.6  0.1  0.0  0.4  -0.1  122  
  Gegharkunik  4.9  16.0  -1.0  0.4  1.4  0.5  0.0  5.1  -0.2  111  
  Lori  0.0  8.6  -0.5  0.0  4.7  0.2  0.0  2.0  -0.1  94  
  Kotayk  1.8  7.6  -0.6  0.0  2.1  0.5  0.0  0.7  -0.0  106  
  Shirak  3.8  11.1  0.5  4.5  32.6  -0.9  1.1  17.6  -0.5  78  
  Syunik  2.8  7.2  -0.6  0.0  0.7  0.5  0.0  1.9  -0.0  63  
  Vayots Dzor  4.8  6.9  0.6  0.0  24.2  -0.5  3.5  11.3  -0.1  16  
  Tavush  0.4  9.2  -0.4  0.0  0.3  0.5  0.3  4.1  0.1  74  
 
                     
Total 2.7 13.0 -0.4 0.6 5.1 0.3 0.1 4.0 -0.1 1,293 
––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––––– 
Note: Table is based on children who stayed in the household the night before the interview. Each of the indices is expressed in standard 
deviation units (SD) from the median of the NCHS/CDC/WHO International Reference Population.     
Table is based on children with valid dates of birth (month and year) and valid measurement of both height and weight. Figures in 
parentheses are based on 25-49 unweighted cases. 
1Includes children who are below –3 standard deviations (SD) from the International Reference Population median 
3First born twins (triplets, etc.) are counted as first births because they do not have a previous birth interval. 
4Mother’s nutritional status in terms of BMI (body mass index) is presented in Table 12.11. 
5For women who were not interviewed, information was taken from the Household Questionnaire. Excludes children whose mothers are not 
listed in the Household Questionnaire. 
 

Urban children are just slightly more likely to be stunted than their rural counterparts (14% 
and 12%, respectively). There is substantial regional variation in the prevalence of stunted children, 
ranging from a low of 5% in Armavir to a high of 19% in Aragatsotn. 
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Figure 12.1   Nutrition Status of Children Under Age Five
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Children whose weight-for-height is below minus two standard deviations from the median 
of the reference population are considered wasted (or thin). Wasting represents the failure to receive 
adequate nutrition in the period immediately before the survey and often is a result of recent illness. In 
Armenia, 5% of children were wasted at the time of the survey, up from 2% in 2000. Less than 1% 
were severely wasted. Although the overall prevalence of wasting is low, there is considerable 
variation by background characteristics. Prevalence is particularly high in Shirak and Vayots Dzor 
regions (33% and 24% of children, respectively). 

 
Children whose weight-for-age is below minus two standard deviations from the median of 

the reference population are considered underweight. This measure reflects the effects of both acute 
and chronic malnutrition. The weight-for-age index does not distinguish between chronic malnutrition 
(stunting) and acute malnutrition (wasting). A child can be underweight for age because of stunting, 
because of wasting, or because of both stunting and wasting. Weight-for-age is a good overall 
indicator of a population’s general health.  

 
Overall, 4% of children are underweight, signifying that Armenian children are slightly more 

likely to be underweight than the international reference population.  
 
The nutritional status of children varies with age, as shown in Figure A. The proportion of 

children more than two standard deviations below the mean for the reference population is highest 
between 18 and 23 months on all anthropometric measures. Nutritional status generally improves 
during 24-35 months of age.  

 
Figure B compares data on anthropometric measures in the 2000 and 2005 ADHS surveys. 

There has been no improvement in stunting of children under age five, whereas the children with low 
weight-for-height and weight-for-age have gotten slightly worse. 

 
Analysis of the trends in nutritional status of children by region show odd patterns. For 

example, the proportion of children who are stunted has doubled in some regions like Yerevan and 
Aragatsotn, while it has been cut in half in other regions, most notably Gegharkunik, where the 
proportion of children stunted has declined from 32% in 2000 to 16% in 2005. Trends by region in the 
proportion of children who are wasted are also erratic. For example, the proportion of children in 
Shirak who are wasted has increased from 2% to 33% between 2000 and 2005. Small numbers of 
children in some regions may cause large fluctuations; however, the possibility of some errors in 
recording hights and weights can not be ruled out. 
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Figure 12.2   Trends in Nutritional Status of Children Under Five

 
 
 
3.4 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 a dependent variable. 
 
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 
2006: larger households had lower consumption, being similar in all other 
characteristics.  

• 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 a 
significant negative effect on consumption in 2004, while two years later the share of 
older children (6-18 years) had a negative effect on consumption.  Thus, the larger the 
share of those children in the 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 the elderly did not affect 
consumption in 2004, while it had a significant positive effect on consumption in 
2006.  

 
 
 

B 



 
 

41

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

Households headed by individuals holding a university degree on average had a 
consumption level 25% above those headed by individuals with a primary or lower 
secondary education (reference category) in 2006. 

 
Migration 

• The presence of migrant members increased household welfare, indicating the 
importance of remittances in improving households’ standard of living.  In 2006, 
households whose members migrated out of Armenia (for work) had a 9% higher 
consumption, on average, than those with no migrating members.  In addition, 
households with migrant members who have returned from abroad during the last 12 
months prior to the survey recorded higher consumption levels than those with no 
migrants.  

 
Labor market participation 

• Non-participation in the labor market had a negative impact on consumption.  In 
2006, individuals living in households with a head who was a student, a housewife, or 
another labor market non-participant reported 11% lower consumption than wage-
employed heads.  A larger fraction of the unemployed and retired had a negative 
impact on household consumption relative to the fraction of the wage-employed in the 
household.  

 
Household location 

• Location plays an important role in explaining household welfare in Armenia.  There 
are substantial location effects on consumption, after controlling for all other 
household characteristics included in the model. In 2006, household welfare improved 
in Yerevan as compared to other areas. Consumption was the highest among Yerevan 
households in 2004, while in 2006, households in Vayots Dzor and Syunik had higher 
consumption than residents of Yerevan, after controlling for all other household 
characteristics included in the model.  Consumption was the lowest among households 
in Shirak marz.  

   
3.5 Consumption, income, and inequality in their distribution 
 
Income inequality decreased from 2004 to 2006.  Inequality measured by the Gini coefficient 
indicates that the population polarization in Armenia is deeper in income distribution as 
compared to consumption. The consumption Gini coefficient remained unchanged, while the 
income Gini coefficient decreased from 0.395 in 2004 to 0.369 in 2006. 
 

Table 3.18 - Armenia: Consumption and income inequality, 2004-2006 
 

Consumption Income  
2004 2005 2006 2004 2005 2006 

Coefficient of variation 0.596 0.742 0.633 1.067 0.759 1.011 
Gini coefficient 0.260 0.257 0.263 0.395 0.359 0.369 
Theil mean log deviation E(0) 0.111 0.108 0.115 0.280 0.225 0.240 
Theil entropy E(1) 0.125 0.125 0.132 0.297 0.222 0.262 

Source: ILCS 2004 , 2005, and 2006 
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Other measures of inequality (Theil entropy index E (1) and the Theil mean log deviation E 
(0)) also show a decline in income distribution and a small increase in consumption 
distribution.  

  

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

                                                                                         
Conditional consumer expenditures method 
Using this approach, the share of population below the poverty line is estimated by the 
following three options:   
• First option: the average daily per capita consumption aggregate is defined as 1 USD;   
• Second option: the average daily per capita consumption aggregate is defined as 2.15 

USD and 
• Third option: the average daily per capita 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 World Bank estimations, one US dollar equaled 148.40 
AMD in 2005. The table below presents the changes in incidence of poverty according to this 
approach.    
 
Table 3.19 - Armenia: Poverty incidence by purchasing power parity of the US dollar (in 

%)  
 

2005 purchasing power parity of the US dollar  
1 USD = 148.40 AMD 

Daily consumption per 
capita 

2004 2005 2006 
1 USD 0.2 0.0 - 

2.15 USD 8.1 4.7 2.4 
4.30 USD 59.3 47.2 34.0 

Source: ILCS: 2004, 2005 and 2006 
Note: Consumption is measured per capita. 
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CHAPTER  4: RURAL POVERTY   

  
In 2006, rural poverty maintained a declining tendency and its level continues to be relatively 
lower than the national average; it is also shallower and less severe than in other economic 
regions.  As a general observation, it could be stated that the rural population, with its internal 
resources, could overcome poverty thresholds, solving, in particular, the food provision 
during the reporting period (2004-2006). 
 
Box  4.1             

Agriculture 
 

The gross agricultural output in 2006 was higher by 0.4% compared to 2005, totaling 555.9 
billion AMD in current prices10.  
 
The structure of the gross agricultural product by branches was as follows: livestock 
production totaled 199,683.1 million AMD or 10.4% more compared to 2005; while crop 
production totaled 356,239.2 million AMD or 4.4% less compared to 2005.  The decline in 
the gross output of crop production was a result of the decline in the yield of grain and cereal 
(by 46.4%); fruit and berries (9.3%); potatoes (4.4%).  
 

Crop Sector Production, 2005-2006 

From January - December 2006, the gross output of the livestock sector (excepting the production of 
eggs) increased as compared to the same period in 2005. 
 

                                                 
10  According to statistical reports received from all communities and commercial organizations dealing with agricultural 
production, as well as according to preliminary results of a statistical sample query conducted among 7,638 farms. 
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Livestock sector output in Armenia in January-December 2005-2006  
 

 

Structure of average weighted marketability of agricultural products,* 2004-2006 (in%) 
 

 2004 2005 2006 
Average marketability 55.7 55.8 54.2 
    including` 
Share of sold agricultural products 48.3 47.7 48.9 

Share of agricultural products exchange by  barter 5.2 6.0 4.4 
Share of agricultural products exchanged for 
services 2.2 2.1 0.9 

* sample survey covered 7,638 farms  
 
4.1 Rural poverty trends 
 
The robust economic growth recorded in Armenia in recent years resulted in improvements in 
the living conditions of the rural population.  Furthermore, the incidence of rural poverty 
declined by 26.2% between 2004 and 2006.  In fact, the level of poverty in rural areas 
continues to be relatively lower than the national average; it is also more shallow and less 
severe than in urban areas (Table 4.1). 
 

Table 4.1 - Armenia: Rural poverty trends, 2004-2006, in % 
 

Source: ILCS 2004, 2005, and 2006 

 
In 2006, 23.4% of the rural population was poor as opposed to 26.5% of the population of 
Armenia as a whole. However, poverty incidence in rural areas was by 11.4% higher than in 
Yerevan (Figure 4.1). 
 
 

2004 2005 2006 2006/ 2004 
 Very 

poor Poor Very 
poor Poor Very 

poor Poor Very 
poor Poor 

Rural Areas 4.4 31.7 3.2 28.3 2.4 23.4 -45.5 -26.2 
Urban Areas 7.5 36.4 5.3 30.7 5.0 28.2 -33.3 -22.5 
Total 6.4 34.6 4.6 29.8 4.1 26.5 -35.9 -23.4 
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Figure 4.1 - Armenia: Poverty incidence by economic regions, 2004 and 2006 (in %) 
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                     Source: ILCS 2004 and 2006 

 
In 2006, only 2.4% of the rural population was very poor;  this was the lowest recorded 
incidence of very poor population in Armenia.  It is worth noting that the highest decline in 
extreme poverty was recorded in rural areas compared to that of other urban areas, while the 
decline in overall poverty in rural areas was slightly lower than that in Yerevan (Table 3.1, 
chapter 3). 
 
4.2 Income and consumption among rural households in 2004-2006   
 
Between 2004 and 2006, the average income of rural households increased by 10.4% in real 
terms (Table 4.2).  Farming was the most important source of income for rural households: 
78.3% of rural households that had land or livestock reported income from farm activity in 
2006 (79.6% in 2004).  While this is a sign of increased market participation, still 22% of 
rural households used agricultural products for their own consumption only. 
 
On average, in 2006, farming provided only 48% of the total income of rural households 
versus 52.6% recorded in 2004. Instead, there was increase in income earned through self-
employment: 8.7% in 2006 versus 4.6% recorded in 2004.  The share of income from self-
employment increased 1.9 times between 2004 and 2006 (Table 6.2, Chapter 6).  
 
The share of income from state transfers (pensions and social assistance), remained almost 
unchanged, from 11% to 12%.  The share of remittances, as an important source of income of 
rural households, increased from 4.7% in 2004 to 6.0% in 2006 (Table 6.2, Chapter 6).     
 
Table 4.2 presents data on the income and consumption of the rural population as measured 
per adult equivalent per month in constant terms (2004 autumn prices).  Income increased in 
all quintiles except for the second quintile. Consumption increased across all quintiles. The 
overall consumption of the rural population increased by 23.1% between 2004 and 2006.  
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Table 4.2 - Armenia: Consumption and income of rural population 2004 and 2006; 
average per month per adult equivalent; in constant drams; autumn 2004 prices  

 
 Poorest 20 

percent 
Q2 

 
Q3 

 
Q4 

 
Richest 20 

percent 
Average 

 
Consumption per adult equivalent 

2004 13,578 18,492 22,908 28,770 43,717 25,346 
2006 17,101 23,002 29,130 36,326 54,856 31,205 

Income per adult equivalent 
2004 13,399 20,378 20,290 23,361 29,131 21,464 
2006 17,026 20,243 23,675 27,257 31,666 23,690 

Change between 2004 and 2006 (%) 
Consumption 25.9 24.4 27.2 26.3 25.5 23.1 
Income 27.1 -0.7 16.7 16.7 8.7 10.4 
     Source: ILCS 2004 and 2006  
 
According to Table 4.2, both the consumption and income of households increased in 2006; 
however, changes in income by quintiles were more erratic as compared to changes in 
consumption. Income increased most for the first quintile, while least for the second quintile.   
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Figure 4.2 - Armenia: Changes in consumption and incomes of rural population,     

2004-2006 (in %) 
Source: ILCS 2004 and 2006 
 
 
4.3 Which rural households were more likely to be poor in 2006?   
 
Though weather conditions have a significant influence on agriculture, less developed 
physical and financial infrastructures (roads, communication, irrigation system, rural 
processing and storage facilities, etc) are among the key obstacles for progress. Therefore, 
rural households with low production potential, such as those residing in higher altitude 
zones, landless or with very small land holdings, with less access to irrigation, with no or very 
little agricultural equipment, or with no access to financing were more likely to be poor in 
Armenia. 
 
Altitude: In 2006, the 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 sea level or higher (Table 4.3). The decline in the poverty incidence (from 34% 
in 2004 to 21.6% in 2006) among these households is result of targeted social assistance. 
Following recent modifications in the family benefits system, the benefits are higher for 
residents of high mountainous settlements than for households who reside in settlements with 
lower altitude, being similar in all other characteristics (see Annex 5).     
 

Table 4.3 - Armenia: Rural poverty incidence by altitude, 2006 (in %) 
 

Including above the sea level 
Total 

Up to 1300 m 1300-1700 m 1700m and more Rural population 
2004 2006 2004 2006 2004 2006 2004 2006 

Non-poor 68.4 76.6 73.9 75.3 68.1 78.1 62.7 76.7 
Poor  27.2 21.0 22.2 22.1 25.2 19.0 33.9 21.6 
Very poor 4.4 2.4 3.9 2.6 6.7 2.9 3.4 1.7 

   Source: ILCS 2006 
 
Land size:  Among rural households, landless households experienced the highest risk of 
being poor, about 1.8 times higher than compared to average rural poverty, while the extreme 
poverty incidence is 2 times higher. The risk of being poor decreased with land size.  Poverty 
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is still high among households with land holdings of up to 0.2 hectares and extreme poverty is 
more than 1.5 times higher than the overall rural average (Table 4.4). 

 
Table 4.4 - Armenia: Poverty measures by land size in rural areas, 2004-2006 (in %)  

 
2004 2005 2006 

Land size 
(in ha) Very 

poor Poor Very 
poor Poor Very 

Poor Poor Share of 
the poor 

Share of rural 
population 

0 hectares 10.1 49.5 11.2 33.0 4.8 41.9 4.0 2.3 
Up to 0.2 ha 5.5 37.8 6.0 35.0 3.7 24.9 17.2 16.1 
0.2 – 0.5 ha 2.6 29.2 1.5 28.3 1.5 18.4 13.9 17.7 
0.5 – 1 ha 4.0 27.0 3.7 26.1 2.4 22.7 22.8 23.4 
More than 1 ha 4.7 31.9 1.7 26.7 2.2 24.4 42.1 40.4 
Rural poverty 4.4 31.7 3.2 28.3 2.4 23.4 100.0 100.0 

Source: ILCS 2004, 2005, and 2006 
 
During recent years, poverty incidence among households with land holdings above one 
hectare was high, which was explained by the fact that largest plots of land are concentrated 
in high altitude areas where climate and other conditions are less favorable for agriculture. 
Only 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 a higher level and a 
better quality of yield. It is worth mentioning that access to irrigation has improved for the 
very poor population as compared to 2004.  Almost 64% of extremely poor households with 
land were able to irrigate 75%-100% of their plots as compared to 47% recorded in 2004. 
 
Table 4.5 - Armenia. The share of households by level of poverty and proportion of land 

served by irrigation system, 2006, (in %) 
 

Proportion of land 
served by irrigation Non-poor Poor Very poor  Total 

Up to 25% 30.8 34.2 19.4 31.2 
25%-50% 11.2 13.9 16.4 11.8 
50%-75% 4.6 3.4 0.0 4.3 
75%-100% 53.4 48.5 64.2 52.7 
Source: ILCS 2006 
 
According to the 2006 ILCS, only 74% of land holder households were able to irrigate their 
land (versus 59% in 2005). However, only 53% among them were able to irrigate 75%-100% 
of their plots.  
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Figure 4.3 - Armenia: Poverty and proportion of rural land served by irrigation 
2006 (in %) 
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Source: ILCS 2006 

 
The proportion of rural land served by irrigation systems was the highest in the fertile Ararat 
valley (Ararat and Armavir marzes, see Table 4.6).  Access to irrigation was still limited in 
Shirak, Tavush, Kotayk, Syunik, and Lori marzes.  
 
Table 4.6 - Armenia: Proportion of rural land served by irrigation by marz, 2006 (in %)  

 
  Up to 25% 25-50% 50-75% 75%-100% 

Aragatsotn 15.8 18.8 14.9 50.5 
Ararat 10.8 5.9 3.4 79.9 
Armavir 3.9 1.0 0 95.1 
Gegharkunik 47.3 9.7 1.1 41.9 
Lori 35.0 48.3 11.7 5.0 
Kotayk 53.6 11.6 5.8 29.0 
Shirak 73.6 17.8 2.3 6.3 
Syunik 70.1 5.6 0.9 23.4 
Vayots Dzor 18.7 29.0 7.5 44.8 
Tavush 66.7 16.7 0 16.6 
Total 31.2 11.8 4.3 52.7 

 Source: ILCS 2006 
 
Access to agricultural assets:  Not surprisingly, poor rural households barely use agricultural 
equipment, while the non-poor have more possibilities to obtain or rent the equipment needed.  
Hence, the very poor reported that, out of the agricultural equipment listed, they have only 
used trucks, and just 1.7% of the very poor reported using them. In contrast, 89.3% of the 
non-poor rural population were able to use different types of agricultural equipment.  Around 
23% of rural households who owned agricultural equipment obtained tractors during the year 
prior to the survey and 1% purchased mini tractors.  Yet, most of the agricultural equipment is 
reported to be quite old (more than 10 years, Table 4.7). 
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Table 4.7 - Armenia: Agricultural equipment by age, 2005 and 2006 (in %) 
 

Up to 2 years 3-5 years 6-10 years More than 10 years   
2005 2006 2005 2006 2005 2006 2005 2006 

Tractors 6.0 2.0 0 4.5 33.7 13.6 60.3 79.9 
Mini tractors 45.0 50.0 0 0 0 0 55.0 50.0 
Trucks 4.9 1.8 4.6 5.9 9.9 28.1 80.6 64.2 
Plows 25.1 14.1 0 14.7 0 6.4 74.9 64.9 
Cultivators 50 0 0 18.1 0 0 50 81.9 
Seeders 15.2 0 0 12.9 14.0 0 70.8 87.1 
Hay-mowers 24.4 0 0 0 15.9 0 59.7 100 
Harvesters 0 0 0 0 100 0 0 0 
Cart 0 35.5 22.6 23.0 27.6 19.0 49.8 22.5 
Tank/ cistern 0 0 0 7.6 31.4 6.5 68.6 85.9 
Total 7.4 10.7 5.2 10.6 22.7 15.7 64.7 63.0 
Source: ILCS 2005 and 2006 
 
Access to rural sector financing:  In 2006, 9.7% of households from rural areas and 3.5% of 
households from urban areas reported borrowing money to finance their agricultural activities 
(no households in Yerevan applied for credit in 2006).  About 60.2% borrowed from banks 
(including loans and credits received under government projects and from international 
organization), and 39.8% borrowed from parents, friends and relatives.  The opportunity to 
use financial services differs markedly depending on poverty status (Table 4.8).  
It is worth to mention that  88.7% of the households who used bank loans for agricultural 
activities were non-poor, while only 1.4% of the very poor households applied for bank loans. 
 

Table 4.8 - Armenia: Poverty status and use of credits and loans for agricultural 
activities financing, 2005 and 2006, (in %) 

 
Not poor Poor Very poor 

 2005 2006 2005 2006 2005 2006 
Households reporting borrowing money 
for agriculture total, including: 7.2 8.9 8.2 6.8 2.7 4.7 

• Financial sector (including loans and 
credits received under government 
projects and from international 
organization) 

67.0 66.7 33.6 41.5 0 55.7 

• Parents   0.8 11.5 10.7 25.5 0 44.3 
• Friends and relatives  27.8 20.1 55.7 33.0 100 0.0 
• Other sources 4.4 1.7 0 0.0 0 0.0 
Source: ILCS 2005 and 2006 
 
On average, a lack of funds and a lack of irrigation dominate, accounting, respectively, for 
18% and 16% of all of the reasons for not cultivating the land (Table 4.9).  The lack of funds 
is an obstacle that particularly hampers the poorer population and it is much less pronounced 
among the well-off.     
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Table 4.9 - Armenia: Reasons for not cultivating agricultural land by quintile groups, 
2006 (in %) 

 
Consumption quintiles Reasons for not cultivating 

the land Total 
Poorest Q2 Q3 Q4 Top 

Too far 8.4 16.2 29.7 21.6 17.1 15.3 
Land is of very poor quality 12.8 23.5 18.3 13.6 20.6 24.0 
No irrigation is available 15.5 20.5 8.7 28.3 22.8 19.8 
Not profitable to cultivate 12.5 10.1 16.8 28.6 12.5 32.0 
Lack of funds for cultivation 18.0 22.5 26.2 15.7 21.3 14.3 
Poor health, elderly 18.62 12.6 6.9 10.0 34.5 36.0 
Other 5.1 28.3 33.1 14.6 9.5 14.7 
Total 100.0 19.9 20.1 18.5 19.7 21.9 

Source: ILCS 2006 
 
The other two important reasons, “poor land quality” and “not profitable to cultivate,” 
account for roughly 25% of all answers.  In this case, households may be behaving rationally 
by not cultivating their land if it is not going to generate a profit.  Interestingly, merely 10% 
of the poorest households find their land not profitable to cultivate; this percentage is much 
higher among the top consumption quintile (32%).  
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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. Employment and poverty are inversely proportional: the main condition for 
poverty reduction is increasing the possibilities for high paid labor.  
 
Labor force participation, the level of employment and unemployment, and the cost and 
structure of the labor force are the main indicators of the labor market and are also very 
important characteristics of growth and microeconomic development.  Economic productivity 
and poverty reduction directly correlate with labor force potential, participation, and 
efficiency.   
 
In this report, labor market developments are analyzed according to integrated data received 
from different sources and from the Labor Force Sample (LFS) surveys conducted by the NSS 
RA11.  
 
Although the comparison of the two above mentioned sources of statistical information 
provides a comprehensive picture of the labor market, the methodology used to collect 
measures differs greatly (a detailed description is provided below).  Data from administrative 
sources provide average annual indicators and are based, in particular, on administrative 
observations, while LFS results are based on the responses of the members of households 
surveyed, aged 15-70, and refer to the last week of the month under observation. 
 
According to administrative statistics, there were no significant changes in the structure of 
labor force participants between 2005 and 2006; however, both employment and 
unemployment decreased by 0.6 and 0.7 percentage points, respectively (Table 5.1).   
 

Table 5.1 - Armenia: Participation, employment and unemployment rates (%) by 
gender (average annual), 2005 -2006  

 
 2005 2006 
Participation rate 12 58.1 56.3 
Female 54.1 52.4 
Male 62.3 60.3 
Employment rate13 52.6 52.0 
Female 47.2 46.5 
Male 58.2 57.8 
Unemployment rate 13 8.2 7.5 
Female 12.1 11.3 
Male 4.6 4.1 

Source: NSS RA official statistics 
 

                                                 
11 Every six months the NSS RA conducted labor force sample survey of households (LFS). The survey is 
administered according to ILO methodology.  
12 Estimated over the permanent population of working age.   
13 Estimated over economically active population.  
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According to administrative statistics, between 2005 and 2006, the number of employed in the 
economy decreased by 0.5%, or by 5,400 people, Table 5.2 (0.7% among males and 0.3% 
among females). This trend is conditioned by cut off work places in several branches of the 
economy; in particular, the workplaces were cut off by 14.2% in construction in comparison 
with the previous year, 3.6% in health sector and 2.8% in trade. At the same time, there were 
new job openings in hotel and restaurant businesses, where new workplaces were increased 
by 35.1% and in the real estate transactions sector by 22.0%.     
 

Table 5.2 - Armenia: Number of employed by branches of economy, 2005 - 2006 
(annual average, thousand people) 

 
 2005 2006 

Agriculture, hunting and forestry 507.5 504.3 
Industry 140.2 140.9 
Construction 34.6 29.7 
Trade, repair of vehicles, house equipment and personal items  108.9 105.9 
Hotels and restaurants  5.7 7.7 
Transport and communication 49.7 48.6 
Education  98.7 100.8 
Health and social services 50.6 48.8 
Other 101.9 105.7 
Total 1,097.8 1,092.4 

Source: NSS RA official statistics 
 

Table 5.3 presents the number of employed by sectors of ownership. The number of employed 
decreased in both the public and private sector (by 1.4% and 0.3%, respectively).  
 

Table 5.3 - Armenia: Number of employed by sectors of the economy, 2005 - 2006 
(annual average, thousand people) 

 
 2005 2006 

Employed in the public sector 217.3 214.3 
Employed in the private sector 876.6 874.0 

Including 
Employed in agriculture 502.3 500.7 

Employed in NGOs and foundations 3.8 4.1 
Source: NSS RA official statistics 

 
Table 5.4 - Armenia: Participation, employments and unemployment by marz, 2005 -

2006 (annual average) 
 

Labor force participants, 
thousand people Including: employed Officially  registered 

unemployment rate, %  
2005 2006 2005 2006 2005 2006 

Yerevan 324.5 321.6 300.0 301.5 7.6 6.2 
Aragatsotn 65.8 65.2 64.4 63.9 2.0 2.1 
Ararat 119.5 118.7 116.2 115.9 2.8 2.4 
Armavir 125.7 124.4 121.9 121.4 3.1 2.4 
Gegharkunik 108.3 107.2 103.5 102.3 4.4 4.6 
Lori 114.0 112.4 93.8 92.8 17.7 17.5 
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Labor force participants, 
thousand people Including: employed Officially  registered 

unemployment rate, %  
2005 2006 2005 2006 2005 2006 

Kotayk 85.0 83.1 80.0 78.4 5.9 5.7 
Shirak 107.0 103.8 87.6 86.7 18.1 16.5 
Syunik 62.3 60.4 51.4 50.7 17.4 16.2 
Vayots Dzor 29.2 28.4 27.7 27.0 4.9 4.8 
Tavush 52.0 53.5 48.6 49.4 6.4 7.6 
Total 1,195.8 1,181.3 1,097.8 1,092.4 8.2 7.5 

Source: NSS RA official statistics 
 
Participation across marzes demonstrates that the labor market is still imbalanced in its 
development. While Yerevan keeps its leading position with positive developments in the 
labor market, new job opportunities are still limited in rural areas. Though, in 2006, the 
officially registered unemployment rate showed an overall decrease of 0.7 percentage points 
from 2005, the unemployment rate was actually higher in three marzes by 10 to 11.3 
percentage points when compared to the national average (Table  5.4.). 
 
The number of wage earners increased among the employed by 0.8% as compared to 2005 
(Table 5.5). This trend can be considered positive, particularly in view of the reduction of 
those employed in farming among non-wage earners by 2,000 people.    
 

Table 5.5 - Armenia: Employment by economic status, 2005-2006 (annual 
average) 

 
Including  

Total 
000 

Wage 
employment 

000 

Growth over 
previous year 

% 

Non-wage 
employment, 

000 

Growth over 
previous year 

% 
2005 1,097.8 529.2 102.7 568.6 100.4 
2006 1,092.4 533.5 100.8 558.9 98.3 

Source: NSS RA official statistics 
 

Following ILO methodology, employed are considered those who have a wage or non-wage 
occupation during the week of observation, regardless if the job was permanent, temporary or 
seasonal, occasional, or occurring just once.  Even if a person has worked for one hour during 
the week, it is considered employed.  
 

Table  5.6 - Armenia: Employment and unemployment by age groups, 
 2005 -2006 (in %) 

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

Employed 
2005 100 1.7 9.0 10.0 10.8 11.7 15.8 17.7 11.2 6.0 6.1 
2006 100 1.7 8.3 11.4 10.5 10.5 14.4 15.8 13.9 7.5 6.1 

Unemployed 

2005 100 5.4 22.9 13.6 7.6 9.3 13.0 13.3 9.0 4.0 1.9 
2006 100 10.7 22.3 12.3 10.3 7.2 9.7 11.1 7.9 5.0 3.5 

Source: 2005 and 2006 LFS 
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Figure 5.1 - Armenia: Employed and unemployed population by age groups,  
2005 -2006 (in %) 

Source: 2005 and 2006 LFS 
 

The data shows a rather low proportion of employed among the young  and an increased share 
of the unemployed within this group over the previous year. This trend is a sign for the 
necessity of targeted employment programs for  young graduates’ integration into the labor 
market. The share of the employed is highest among middle aged groups. 
    

Table  5.7 - Armenia: Average age of employed and unemployed, 2005 - 2006 (in %) 
 

Employed Unemployed  
Total Female Male Total Female Male 

2005 41.0 41.5 40.6 35.4 35.9 34.8 
2006 41.3 42.1 40.8 34.5 34.5 33.7 

Source: 2005 and 2006 LFS 
 
No significant changes were recorded in the average age of the employed and unemployed 
between these two years.  
 
The rate of informal14 employment is still high in the labor market of Armenia (Table 5.8). It 
increased from 22.9% to 24.8% over 2005-2006. The share of the self-employed who conduct 
unregistered business has increased by 3.1 percentage points as compared to 2005, while the 
share of the wage-employed with a verbal agreement (those who have no written contract 
with the employer) has declined by 1.2 percentage points.   
 

                                                 
14 Informal employment includes wage employed, who work with verbal agreement (without written agreement, 
or contract, order or other document defined by law) and also employers and self-employed, who ran 
unregistered businesses.  
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Table 5.8 - Armenia: Informal employment by labor market status, 2005 and 2006 (in 
%) 

Salaried workers with verbal 
agreement 

Employers and self-employed with non-
registered business15 

 

Hidden 
employed, 

total % 
Over total 
employed 

Over total 
employed 

Over total wage 
employment 

Over total 
employed 

Over total employed 
and self-employed 

2005 22.9 16.2 25.4 6.7 69.1 
2006 24.8 15.0 23.7 9.8 64.8 

 Source: 2005 and 2006 LFS 
 
According to administrative statistics, between 2005 and 2006, the number of the officially 
registered unemployed decreased by 9.3 percentage points, or by 9,100 people, while the 
unemployment rate decreased by 0.7 percentage points. According to LFS data (ILO 
methodology), the decrease in the unemployment rate was 3.2 percentage points during the 
same period. 
 

Table 5.9 - Armenia: Unemployment rates, 2005 -2006  
(16-64 years aged population) by ILO methodology  

 
 2005 2006 
Total, % 31.3 28.1 

Female 37.7 34.9 
Male 26.1 22.5 

Source: 2005 and 2006 LFS 
 
The difference in the two estimations of the unemployment rate can be explained by the 
differences in the methodologies used by the two mentioned sources. In particular:  
 

• According to the RA Law on “Population employment and social protection in cases 
of unemployment”  unemployed status is only conferred on employable citizens of 
working age who have no job or profitable occupation during the period of 
observation, who were looking for job through regional centers of SESA, and are 
ready to start with a job immediately within the period defined by the Law. 

 
• According to the ILO standard definition of unemployment, persons aged 16-70 are 

considered unemployed if they simultaneously meet the following three conditions 
during the period of observation:  have no job or gainful employment, by all means 
were actively looking for a job four weeks prior the reference week and are ready to 
start with job within two weeks after the reference period.    

 
The unemployment rate estimated according to ILO methodology is usually higher than 
official estimates of unemployment. In addition to a difference in methodologies, the 
difference in estimates of unemployment can also possibly be explained by the following:  
types of jobs suggested to unemployed at the State Employment Services slow down the 
registration of the unemployed with SESA; age limitations for registration; burdening 
registration procedures; and very low unemployment benefits. On the other hand, SESA data 

                                                 
15 Without farm employment.  
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on unemployment provides very useful information on developments in the officially 
registered unemployment and labor market, and on the supply and demand of the labor force.  
 
The incidence of long-term unemployment is still high, but it keeps declining. Following the 
data presented in Table 5.10, the duration of long-term unemployment decreased from 11 
months in 2005 to 10.7 months in 2006. The decrease in long-term unemployment between 
2005 and 2006 is comparable for both men and women (Table 5.10).  
 

Table 5.10 - Armenia: Average duration of unemployment by gender, 2005 and 2006  
                                                                                                                                                                                                                        

Average duration, months  
2005 2006 

Total 11.0 10.7 
Female 12.2 11.8 
Male 9.7 9.4 

Source: 2005 and 2006 LFS  
 

The long-term unemployed (unemployed one or more years) appear to be slightly better 
educated than the rest of the unemployed and they are more likely to be young (especially 
new graduates).  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 
a risk of poverty.   

 
5.2 Wages in Armenia 
 
The main source of information on average wages of salaried workers is data received from 
enterprises covered by the statistical monitoring of NSS RA, which shows an increase in 
average monthly nominal wages by 19.7%, while real wages increased by 16.3% between 
2005 and 2006.  Average monthly nominal wages totaled 62,293 AMD in 2006. Table 5.11 
presents very interesting statistics.  It presents the ratio of average monthly nominal wages 
and state transfers, minimum salary, and an estimated minimum consumer basket. According 
to the data presented, the average monthly nominal salary is more than 4 times higher than the 
minimum salary, while it is 5.7 times higher than the average pension.  
 
Both the minimum food basket and consumer basket, in money terms, are very low compared 
to the average monthly nominal salary. Unemployment benefits are still low, though 
unemployment benefits increased by 31.3% compared to the previous year.  
 
Average wages by sector of the economy show again comparatively higher salaries in the 
private sector as compared to the public sector (by 37%).  Average wages in the public sector  
increased by more than 27%, while the increase in wages in the private sector was only 3.8% 
between 2005 and 2006. It is worth mentioning that the increase in the average salary among 
budget-funded agencies was very high at 27.6%. Salaries are low in the social sector, though 
there was increase of 39.2% compared to 2005. Salaries in agriculture increased by 32% from 
2005.  
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Table  5.11 - Armenia: Average monthly nominal wages, 2005-2006  
 

 2005 2006 Change  
Average monthly nominal wages, drams 52,060 62,293 10,233 
Real wages, drams 51,750 60,538 8,788 
Ratio of average monthly nominal wage and minimum 
salary, times 4.0 4.2 0.7 

Ratio of average monthly nominal wage and average 
pension, times 5.3 5.7 0.4 

Ratio of minimum salary and average unemployment 
benefit, times  2.1 1.8 -0.3 

Ratio of average monthly nominal wage and minimum 
food basket, times 3.9 4.4 0.4 

Ratio of average monthly nominal wage and minimum 
consumer basket, times 2.6 2.9 0.4 

Source: NSS RA 
 

Table 5.12 - Armenia: Average monthly nominal wages by sectors and branches of the 
economy, 2005-2006 (AMD) 

 

 2005 2006 Change, % 

Public sector  42,417 53,982 27.3 
Including 

Budgetary organizations  35,862 45,771 27.6 

Private sector 71,396 74,133 3.8 
By branches 16    
Agriculture, hunting and forestry, fishery 34,914 46,146 32.2 
Industry, including electricity, gas, water  67,967 78,633 15.7 
Construction 68,780 84,951 23.5 
Trade, repair of vehicles, house equipment and 
personal items  42,248 42,771 1.2 

Hotels and restaurants 41,992 51,560 22.8 
Transport and communication 64,329 75,660 17.6 
Education  38,636 45,986 19.0 
Health and social services 27,848 38,757 39.2 
Other 61,894 76,826 24.1 

 Source: Official Statistics NSS RA 
 
From 2005 to 2006, the average wages of female workers increased by 18%, however, it 
continues to be lower by nearly 40% when compared to the average wages paid to male 
workers.  Changes in the average monthly nominal wage by gender are presented in the table 
below:    
 

                                                 
16 Salaries were the highest in the banking and insurance sectors during 2005 and 2006, totaling  174,916 and  
205,454 AMD, respectively. 
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Table 5.13 - Armenia: Changes in average monthly nominal wages by gender,          
2005-2006 (AMD) 

 
% to average salary 

 2005 2006 2005 2006 
Female 37,382 48,343 71.8 77.6 
Male 67,067 81,625 128.8 131.0 

 Source: Official Statistics NSS RA 
 
Looking at marzes, it is obvious that the growth of nominal wages across the regions was also 
not proportional.   
 

Table 5.14 - Armenia: Average monthly nominal wages by marz, 2005-2006 (AMD) 
 

 2005 2006 
Yerevan 57,414 69,709 
Aragatsotn 39,295 48,192 
Ararat 46,945 51,084 
Armavir 50,999 59,007 
Gegharkunik 43,366 48,786 
Lori 42,818 47,974 
Kotayk 55,053 60,897 
Shirak 41,222 45,880 
Syunik 61,467 74,772 
Vayots Dzor 40,499 47,336 
Tavush 38,351 44,489 
Total 52,060 62,293 

         Source: Official Statistics NSS RA 
 

Figure 5.2 - Armenia: Average monthly nominal wages by marz, 2005-2006  
(AMD) 
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  Source: Official Statistics NSS RA 
 
 

 




