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CHAPTER VII: EDUCATION AND HEALTH 
 
Armenia has performed well in health and education: it has sustained good indicators in both 
sectors, with relatively low levels of expenditures as compared to other countries in the ECA 
Region.  Mortality and standardized death rates are low and infant, under-five and maternal 
mortality rates have all fallen since 1990.  Immunization rates are high.  Almost the entire 
population is literate.  Access to basic education is universal and equally so for boys and girls; 
completion rates are very high. The shares of education and health in total public spending have 
increased and the sectoral composition of expenditures has changed as well, with more emphasis 
given to basic education and primary health services.  However, public spending on health and 
education is still low and the population bears a significant portion of health and education 
financing.  Public spending on hospitals and in particular on tertiary care facilities favors the 
better off, as non-poor benefit from it more than the poor.     

In contrast to basic education, enrollment in upper secondary and in particular tertiary 
education is much lower and differences between rich and poor are huge.  Relatively low returns 
to education, high opportunity cost and, most of all, affordability are the main reasons 
explaining why students from poor households drop out of school after basic, and in particular 
after upper secondary education.  Richer and students in urban areas perform better at school, 
reflecting significant differences in access to good quality education between rich and poor and 
between urban and rural areas.  Health care utilization is generally low, particularly in rural 
areas and among the poor.  Low overall public spending on health and affordability 
constraints—health services in Armenia are mainly paid out-of pocket—are the main reasons 
why the poor either do not seek health care or use informal health services.   
   
  
7.1.  Millennium Development Goals in Armenia  
 
Armenia has performed well in health and education as the country has been able to sustain good 
health and education indicators (meeting European standards) with relatively low levels of 
expenditures as compared to other countries in the ECA Region.  In 2004, life expectancy at 
birth was 70.3 years for men (higher than in most of the ECA countries) and 76.4 years for 
women.  Both indicators exceeded their 1990 level.   
 

Box 7.1:  Armenia PRSP and health and education 

A well educated, healthy population is not only crucial for any country’s socioeconomic 
development, it is also very important for households and individuals well being.  
Accordingly, Armenia’s Poverty Reduction Strategy places human capital protection 
and development, as well as significant reduction in human poverty among its key 
priorities.  Continuing and deepening the reforms that aim at increasing efficiency, 
effectiveness and quality of services in health and education, as well as ensuring more 
public resources for their financing, are two crucial elements of the Government’s 
strategy to accomplish the PRSP’s human capital development goals.   
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Figure 7.1: Armenia: Potential for achieving the MDGs 
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Official statistics report declines in child and maternal mortality.  In 2004, 430 cases of infant 
deaths were reported, resulting in an infant mortality rate of 11.6 per 1,000 live births (in 1990 it 
was 18.5).  Under-five mortality rate was 13.0 per 1,000 live births (23.8 in 1990).  The rate of 
maternal deaths per 10,000 live births was 26.7 vs. 40.1 in 1990.  Illiteracy is not an issue, as 
almost the entire population is literate.  Access to basic education is practically universal and 
equally so for both boys and girls; and completion rates are very high. Based on this good 
performance, the World Bank assessed favorably Armenia’s potential to achieve the Millennium 
Development Goals (Figure 7.1). 
 
       
7.2. Spending on health and education 
 
In 2004, public spending on health and education comprised 1.3 and 2.8 percent of GDP 
respectively.  Although significantly increased in real terms, these allocations are rather low 
relative to other CIS countries, particularly given Armenia’s level of development.  Table 7.1 
presents data on resources spent on education and health.  For 2004, ILCS estimates on private 
spending on these services are presented as well.  On education, Armenian citizens were 
spending almost as much as the state, so that total resources invested in education were about 5 
percent of GDP.  Private spending on health was 3.4 times higher than the public: the state 
allocated 1.3 percent of GDP1 to the health sector, while citizens invested 4.5 percent.  Hence, 
health sector financing amounted to almost 6 percent of GDP.  Given that most of the private 
spending on health is informal, the Government faces a huge challenge in formalizing the health 
sector financing.       
 
 
 
 
                                                 
1 Public resources allocated to health are mostly used to finance a package of basic health care services (basic 
benefits package or BBP) that is available to certain social groups defined by Law for a small co-payment.  For 
those households that are benefiting from the family poverty cash assistance program with vulnerability score 
exceeding 38  the BBP is free of charge. 
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Table 7.1: Armenia, Public and private expenditures on education and health 1995-2004 

 1995 1997 1999 2001 2003 2004 
Education and science       
Public as % of total public budget 10.73 10.1 8.93 11.5 10.53 13.46 
Public as % of GDP 2.82 1.97 2.3 2.54 2.16 2.55 
Private as % of GDP* N.A. N.A. N.A. N.A. N.A. 2.28 
Health       
Public as % of total public budget 7.02 6.10 5.35 6.07 5.87 6.86 
Public as % of GDP 1.85 1.19 1.38 1.34 1.17 1.30 
Private as % of GDP* N.A. N.A. N.A. N.A. N.A. 4.55 

Source: NSSA and Armenia ILCS 2004. 

Note: *Private expenditures are estimated based on 2004 ILCS and World Development Indicators (WDI) dataset.  

 
Changes in public spending on health and education reflect Government efforts to make overall 
public expenditures more pro-poor by focusing on social sectors improvements and 
development.  Consequently, the shares of education and health in total public spending 
increased; this increase has been much higher in the case of education than health.  In 2004, 
public expenditures on education constituted about 13 percent of the overall Government 
spending (vs. 8.9 percent in 1997), while expenditures on health accounted for 6.2 percent (as 
opposed to 5.5 in 1997).  The sectoral composition of expenditures has been changing as well, 
with more emphasis given to basic education and primary health services (figures 7.2 and 7.3).   
 

Figure 7.2: Armenia: Composition of public spending on education 1995-2004 
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Source: Armenia, Government Statistics (Administrative data).  
 

Again, the change has been particularly pronounced in education where almost three quarters of 
all public resources are allocated to basic education.  Rising spending on basic education has 
been driven by capital expenditures to rehabilitate the school stocks (including updating heating 
infrastructure) and to increase teachers’ pay, which in 2005 amounted to AMD 50,500 per month 
(110 US dollars)2.  In health, a little bit over a half of public resources (53 percent) is allocated to 
hospitals.  

                                                 
2 The exchange rate used for this calculation is the 2005 annual average (1 US$ = AMD 457.69).  
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Figure 7.3: Armenia: Composition of public spending on health 2002-2004 
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Source: Armenia, Government Statistics (Administrative data). 

 
 

Figure 7.4: Armenia: The poor and public spending on health and education 

Inpatient

Outpatient

0%

20%

40%

60%

80%

100%

0% 20% 40% 60% 80% 100%
Allocation

(% benefis for poor)

C
ov

er
ag

e 
(%

 p
oo

r u
se

rs
 re

ce
iv

in
g 

be
ne

fit
s)

Pro-poor allocationPro-rich allocation

Basic
Education

Upper
Secondary

Tertiary

 
Source: Angel-Urdinola, Jain, and Prina (2006) using ILCS 2004.  
Note: Education users are defined as households with at least one member enrolled in public 
education; the health users are defined as households with at least one member having received 
treatment at a public health institution. Although the users are defined at the household level, the 
shares presented in the diagram are population weighted. The size of the bubble is proportional 
to total per-capita public budget spent in providing the service. If the bubble for basic education 
is 5 times larger than the bubble for tertiary education, it means that the public budget allocated 
to basic education is 5 times larger than that allocated to tertiary education on per capita basis. 

 

Figure 7.4 illustrates how much the poor in Armenia benefit from public spending on health and 
education.  The horizontal axis represents allocation of resources, i.e. the percentage of resources 
allocated to poor users of health and education services; the vertical axis represents coverage of 
the poor, i.e. the percentage of poor users of health and education services.  
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Coverage:  Basic education coverage of poor users3 is high; more than 90 percent.  In contrast, 
the coverage of poor users by upper secondary and tertiary education is low.  Less than 30 
percent of all poor users have students attending upper secondary school and only about 10 
percent of all poor users have at least one member enrolled in tertiary education.  With respect to 
health, only 60 percent of the poor who use health services benefit from public outpatient 
services and less than 5 percent (a very low share) of all poor users benefit from public inpatient 
services.  

Resource allocation:  Since the poor constitute about 34 percent of the population, in order to 
achieve an equitable allocation, an equal share of public resources should reach the poor.  If the 
poor receive resources in a larger proportion than their population share, the allocation is 
considered pro-poor, i.e. progressive.  If the opposite occurs, the allocation is considered pro-
rich, or regressive.  As illustrated by the Figure 7.4, the allocation of education resources for 
basic and upper secondary education is equitable.  In contrast, public spending on tertiary 
education is heavily captured by the non-poor, as poor users receive only 14.2 percent of the 
public resources allocated to tertiary education.  Health services are regressive, but more so in 
the case of inpatient than outpatient services.  About 31 percent of the public resources for 
outpatient services benefit the poor and only 20 percent in the case of inpatient services.       
 
 
7.3.   User perception of health and education services  
 
According to the ILCS 2004, health and education status have an important influence on how 
households perceive their overall socio-economic status.  Households having a sick member are 
more likely to perceive themselves as poor than similar households with no sick members.  On 
the other hand, households with better educated heads and spouses are less likely to feel poor. 
Households headed by individuals holding a university degree have higher consumption and 
experience lower poverty risk (see Tables A7.1 and A7.2 in Statistical Annex).  While these 
perceptions certainly reflect subjective feelings related to health and education status, they also 
reflect objective conditions, such as quality of the services actually received.  Health services in 
Armenia are expensive and costs are mostly borne by households themselves; as such they 
represent a shock for the household budget and may push the household back or deeper into 
poverty.   
 

Table 7.2: Armenia: Not being able to ensure good health is a major concern  
among the health care users 

 Poorest 
quintile Q2 Q4 Richest 

quintile 
Poorest 
quintile Q2 Q4 Richest 

quintile 
 Cannot ensure good education Cannot ensure good health 
Households having a user         
Main problem 16.0 16.7 19.9 18.5 64.8 61.6 65.1 56.1 
Not a main problem 84.0 83.3 80.1 81.6 35.2 38.4 34.9 43.9 

Source: Armenia ILCS 2004.    
Note: Users of education are defined as those households with at least one student attending school.  Users or health are defined 
as those households where at least one member has received any kind of health treatment.  
 

                                                 
3 Users of public education services are defined as households with at least one member enrolled in public 
education; the users of public health services are defined as households with at least one member having received 
treatment at a public health institution.   



 97

Users of health services perceive their inability to ensure good health as a major problem.  More 
than 60 percent of all health users claim that not being able to ensure good health constitutes a 
main challenge.  The poor are more concerned than the non-poor.  In contrast, not being able to 
ensure a good education seems to be less of a concern (Table 7.2).  The poor appear even less 
concerned than the non-poor.  This difference in perception may reflect differences in access to 
publicly financed services.  While 12 years of general education is free and accessible to all, 
health services are not, as most of the health care is available only on a fee-for-service basis.       

Users dissatisfaction with services is relatively high; much higher for health than education; the 
poor are more dissatisfied than the non poor (Table 7.3).  40 to 45 percent of all household-heads 
having a service user claim not to be satisfied with service delivery in health.  This proportion is 
lower (roughly 32 percent) for education services.  A larger proportion of users feel that services 
have deteriorated than improved.  Most believe that that the quality of services has remained 
unchanged.  Finally, results suggest that poorer households are less likely to be satisfied with 
services.  This result may reflect the fact that quality and access to health and education services 
varies considerably between poor and non-poor users.  Very few users filed a complaint, which 
might indicate that they feel powerless to confront the service providers.  However, almost half 
of the users who filed a complaint claim that the service providers took action to solve their 
problem. Richer households were more likely to complain. 
 

Table 7.3: Armenia: Consumer satisfaction with health and education services 2004 

 Education Health 
 Poorest 

quintile 
Q2 Q4 Richest 

quintile 
Poorest 
quintile 

Q2 Q4 Richest 
quintile 

 Satisfied with Services? 
% not satisfied 32.7 31.3 31.8 31.4 43.4 45.1 40.9 40.8 
% satisfied 59.1 62.2 62.6 62.6 40.5 39.3 42.5 45.7 
% don't know 8.2 6.5 5.6 6.0 16.0 15.6 16.6 13.5 
 Any change in services during the last year? 
% yes, improvement 5.2 4.9 6.5 9.4 3.2 2.8 3.8 6.0 
% yes, a deterioration 11.4 9.6 12.6 13.1 13.5 10.3 11.8 10.9 
% no change 75.8 79.0 76.1 71.8 69.1 73.0 70.4 68.9 
% do not know 7.6 6.5 4.8 5.7 14.3 13.9 14.0 14.3 
 Did you complain? 
% yes 2.2 3.1 2.9 2.6 4.6 5.0 5.3 6.3 
% no 97.8 96.9 97.1 97.5 95.4 95.0 94.7 93.7 

Source: Armenia ILCS 2004. 
 
 
7.4. Education and poverty in Armenia 
 
Enrollment 
Despite tight budget constraints, Armenia has managed to maintain high enrollment in basic 
education.  Although public spending on education fell from about 8 percent of GDP in the early 
1990s to an average of 2.9 percent in the early 2000s, gross enrollment rates have declined only 
slightly and completion rates have steadily been improving.  The enrollment rate estimates 
presented in Figure 7.5 are based on the 2004 Integrated Living Conditions Survey4.   

 
 
 
 

                                                 
4 The enrollment rates based on ILSC may differ from administrative statistics.  For 2004 ILCS estimates of net and 
gross enrollment rates by consumption quintiles, gender, and economic regions see Table A7.3 in Statistical Annex. 
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Figure 7.5: Armenia: Gross enrollment rates in education by education  
levels and consumption quintiles 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Poorest Quintile Q2 Q3 Q4 Richest Quintile

Pe
rc

en
ta

ge

Preschool Basic Upper Secondary Tertiary
  

Source: Armenia ILCS 2004. 
 
 

Figure 7.6: Armenia: Gross enrollment rates among the poorest and the richest Armenians,  
by gender, age and level of education 
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Source: Armenia ILCS 2004. 

 
The estimates indicate very high enrollment rates in basic education (95 percent) and they do not 
differ much across consumption quintiles.  Enrollment rates in upper secondary education are 
much lower—about 69 percent nationally, and differences between poor and better off 
households become notable (there is a 10 percentage point difference in net enrollment rates 
between the top and the bottom quintile).  Enrollment rates in preschool and tertiary education 
are 16 and 25 percent respectively and the gaps between the poor and the rich are substantial.  
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While enrollment rates in preschool (tertiary) education are about 41 (38) percent among 
students in the richest quintile, they are only 19 (5) percent among students from the poorest 
quintile.  

Drop-outs after basic education are substantial, especially among poor students (Figure 7.6).  As 
Figure 7.6 illustrates, differences in early schooling between the richest and the poorest 
households are substantial up to the age of 6 years.  Results suggest that boys below 6 in the top 
consumption quintile are more likely to be enrolled than girls in the same socio-economic group. 
There is a drop in enrollment rates for boys in the top quintile between the ages of 5 and 6, 
suggesting that they are likely to start basic education earlier than children from other socio-
economic groups. Between the ages of seven and 14 enrollment rates by age and gender are very 
similar irrespective of socio-economic status.  At age 14 (presumably at the end of basic 
education) there is a sharp drop in enrollment ratios, especially among the poor.  An even steeper 
drop in enrollment occurs at age 16, presumably once students have finished upper secondary 
education.  This drop is steeper for children in the poorest quintile and particularly among males 
since they must join the military at age 18.  It should be noted that for children 14 and over, in 
each subsequent year of age, differences in enrollment rates between children in the poorest and 
the richest quintiles become wider.  After military service, some boys return to school and male 
enrollment rates pick up slightly and then decrease.  Figure 7.5 also suggests that after age 14, 
females from the poorest quintile are associated with slightly higher enrollment rates than boys 
from the same economic group. 
In order to better understand determinants of preschool enrollment, parameters of a statistical 
model were estimated5.  The results suggest that access to informal child care arrangements, the 
education level of a spouse, and geographical location constitute more important determinants of 
pre school enrollment than the socio-economic situation.  

(i) Informal child care and marital status: Children below age 6 having a family member 
who can take care of them when the child’s mother is not at home are 49 percent less likely 
to be enrolled in preschool than children who do not have such a possibility. The enrollment 
probability drops only by six to seven percent if a neighbor or a relative not living in the 
household are potential care takers.  Children under six living in a household whose head is 
single are 100 percent more likely to be enrolled than children having a married head.  

(ii) Education of the spouse: While the level of education and the employment characteristics 
of the household head do not appear as influential determinants of preschool enrollment, 
households having a spouse with at least upper secondary education are 100 percent more 
likely to have a child attending a preschool institution than mothers with basic or no 
education.  

(iii) Socio-economic conditions and geographical location: Controlling for other 
characteristics, socio-economic conditions have only a limited impact in the likelihood of 
children attending a preschool institution.  Estimates suggest that children in the poorest 
quintile are barely 5 percent less likely to be enrolled than children in the richest quintile.  
However, children in rural areas are less likely to be enrolled than children Yerevan.   

Regarding determinants of tertiary education enrollment, statistical model estimates indicate that 
socio-economic conditions, remittances, and employment opportunities have a significant 
influence on the probability of children being enrolled in tertiary education.  Other factors related 
to the characteristics of the student’s household play a less important role.  The regression results 
on determinants of tertiary enrollment in Armenia can be summarized as follows:  

                                                 
5 A probit regression model was estimated; the results for both pre-school and tertiary education are presented in 
Table A7.4 in Statistical Annex.   
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(i) Individual characteristics: After the age of 16, the probability that a student stays in 
college/university falls by 16 percent per year.  Individuals between 16 and 28 years who 
have a job are associated with a 13 percent lower probability of attending tertiary education. 

(ii) Characteristic of the household head and his/her spouse: individuals living in a 
household having a head with tertiary education are only 7.5 percent more likely to be in 
college/university as compared to individuals living in households having a head with 
primary school or no education.  Individuals in households having a working spouse are 
associated with 5.7 percent higher probability of being enrolled.  In contrast, those in 
households with a disabled spouse are 4.7 percent less likely to be enrolled. 

(iii) Remittances, socio-economic conditions, and geographical location: Controlling for the 
socio-economic situation, individuals living in households receiving remittances are more 
likely to be in college/university.  While it may be that parents invest remittances in the 
higher education of their children, it may also be that better-off households get more 
remittances on average and hence can afford to send their children to the university.  
Children from the top consumption quintile are 10 to 12 percent more likely to be in 
college/university than children in the bottom quintile, other things being equal.  Finally, 
individuals living in Yerevan are more likely to be enrolled in tertiary education than 
individuals living in other urban or rural areas.  

 
Figure 7.7: Armenia: Population 5-14 years of age 2000-2050 
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Source: UN Population Database.  

 
Armenian education is facing the challenge of a rapidly declining school age population.  Due 
partly to out-migration and partly to a very low total fertility rate, Armenia’s population had 
been decreasing for a number of years6.  According to UN population estimates, this trend is 
expected to continue in the future, i.e. it is estimated that between the years 2005 and 2050, the 
Armenian population would contract by 24 percent.  This trend will have an impact on the future 
demand for education services. In particular, demand for basic education is expected to shrink 
rapidly. Estimates suggest that the population in the 5 to 14 age group is expected to decrease 
annually by 0.83 percent.  This would reduce the number of children pursuing basic education by 
47 percent between 2005 and 2050 (Figure 7.7).  
 

Box 7.2: Reforms in education in 2004 

Structural reforms, initiated in the mid 1990s, aiming at improving efficiency, 
accessibility and quality of education services at all levels are still underway.  Some 
important steps have recently been undertaken.      

                                                 
6 Only recently, in 2003 and 2004, according to the official NSS estimates, a small increase in population was 
recorded.   
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Pre-school education: Adequate preparation of 5-year olds for basic education is seen 
as an important input into their school performance and educational attainment.  The 
Government is aiming at increasing the coverage and quality of the public pre-school 
education system and to that end the Concept Paper and Strategy for Pre-school 
Education Development in Armenia has recently been approved. Also, a Draft Law on 
Pre-school Education was developed and submitted to the Government for approval.  
The Law would regulate legal, organizational and financial bases for operation and 
development of pre-school education in Armenia.  
General education: According to the National Curriculum for General Education and 
State Standards for Secondary Education, Armenia has moved from an 11- to a 12-year 
general education system.  A new system for evaluation of the quality of education is 
being introduced.  A Center for Evaluation and Testing was established and a New 
Concept of Knowledge Evaluation was developed.  A process of rationalization and 
modernization of the general education system is ongoing.  The results achieved so far 
include: (i) computers and access to internet were introduced in many schools; (ii) the 
school management and financing system was decentralized; (iii) the teacher/students 
ratio was increased to 1:13.2; and (iv) the average class size was increased to 22 
students per class.  As a significant number of teachers was discharged from their jobs, 
a redundancy package was developed to help their transition to other jobs.         
Education of children with special needs: Armenia is taking steps to move from 
boarding schools for children with disabilities to their inclusion and integration into the 
mainstream schools.  Accordingly, laws on Education, Child’s Rights Protection and 
Social Protection of People with Disabilities have been amended.  
Vocational education: Upgrading and developing vocational education system is 
identified as one of priorities of the education system development.  To that end a 
number of strategic documents have recently been adopted including the legal 
framework, the strategy and an action plan for 2005-2008.  
In tertiary education, the Government is taking action to make it compliant with 
international standards.  Recently, a two level higher education system—the MA and 
BA—was introduced and professional standards for higher education were developed.  
Accordingly, academic programs at universities were adjusted to fit the new standards.  
In 2004, the RA Law on Higher and Postgraduate Professional Education was adopted 
and has since become an important tool for development of tertiary education and 
improvements in its efficiency and quality. 

 
 
Explaining trends in education in Armenia 
 

The 2004 Integrated Living Conditions Survey provides a wealth of information that allows 
insights into various aspects of education in Armenia. 

Why parents do not enroll their children in pre-school education? A mother at home is the main 
reason why children under 6 are not attending pre-schools.  Affordability is less of a problem and 
mainly affects poor households in rural areas.   
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Table 7.4: Armenia: Pre-school education – reasons for not attending and accessibility 2004 

  Poorest quintile Q2 Q3 Q4 Richest 
quintile 

All 

  Why not enrolled in preschool education? 
% too expensive 18.4 16.4 7.9 5.5 4.0 12.3 
% kindergarten is 
closed 

14.1 23.4 20.5 17.9 25.3 19.6 

% mother does not 
work 

42.0 42.7 38.4 44.2 37.1 41.4 

% already at school 10.8 4.7 10.1 9.9 14.9 9.2 
% other 13.6 12.5 21.2 19.0 11.1 15.4 
% N.A 1.2 0.3 1.9 3.5 7.6 2.1 
  Distance to the closest preschool facility 
Yerevan        

0-1 km 80.3 80.3 84.4 77.7 82.2 80.9 
1-3 km 16.1 16.4 14.0 19.6 14.2 16.1 
4-5 km 2.4 2.0 1.0 2.7 2.6 2.2 
>6 km 1.2 1.3 0.5 0.0 1.0 0.8 

Other Urban        
0-1 km 81.6 75.7 75.5 79.3 79.5 78.4 
1-3 km 17.4 22.3 23.3 19.9 18.4 20.3 
4-5 km 1.0 1.6 1.0 0.6 0.9 1.0 
>6 km 0.0 0.5 0.2 0.2 1.1 0.4 

Rural Areas       
0-1 km 37.1 43.8 50.5 48.5 48.1 45.4 
1-3 km 16.9 17.3 12.2 17.8 15.7 16.0 
4-5 km 4.2 2.9 3.2 3.6 7.0 4.1 
>6 km 41.7 36.0 34.1 30.1 29.3 34.5 

Source: Armenia ILCS 2004. 
 
Availability of facilities is not a problem either in Yerevan or other urban areas where 80 percent 
of households have a preschool facility less than 1 kilometer away from their residence (in all 
quintiles).  Pre-school facilities are less accessible in rural areas and particularly so for the 
poorest households (Table 7.4).  

These results may reflect that pre-school education is not clearly distinguished from day care 
services. During Soviet times most mothers were employed and most pre-school children 
attended day care prior to entering basic education.  Day care institutions performed the function 
of pre-school education as well.  Having this in mind, in order to increase the number of children 
enrolled in the pre-school education program, which is one of the Government’s objectives, a 
two-pronged strategy could be employed.  First, parents should be informed about the program 
and its importance for educational attainment of their children; second, pre school education 
should be clearly distinguished from day care services and pre-school education should be 
provided not only by day care centers, but also by basic education institutions.  

Why boys and girls age 16-20 are not enrolled in education?  Most individuals between 16 and 
20 years of age, irrespective of their socio-economic status, consider that having finished basic 
and secondary education is enough.  This result could be linked to low returns to education7 and 
high opportunity costs of tertiary education.  Affordability is mentioned as a constrained to 
                                                 
7 A regression analysis of wage rates (hourly wages) among wage earners between 16 and 65 years of age suggests 
that returns to tertiary education, while statistically significant, are low (for regression results see Table A7.5 in 
Statistical Annex).  Estimates suggest that the hourly wage of two otherwise very similar individuals will be 50 
percent higher for the one with some college education as compared to the other who has completed up to basic 
education.  In other words, while a non-educated worker could expect to earn on average 500 drams per hour, a 
collage educated one can expect 750 drams.   
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tertiary enrollment by less than 5 percent of individuals.  Family reasons such as marriage and 
pregnancy are more important factors keeping girls out of school than boys and they are more 
important among the poorer than better off girls (Table 7.5) 
 

Table 7.5: Armenia: Why boys and girls age 16-20 are not enrolled in education? 
  Poorest 

quintile 
Q2 Q3 Q4 Richest 

quintile 
All 

  Why not enrolled in education? 
Males        

% Illness/temporary absent 3.9 5.9 4.4 0.4 6.7 4.2 
% too expensive 2.8 2.4 3.5 0.0 3.2 2.3 
% don't want to study 6.4 1.6 1.0 2.5 5.9 3.3 
% family reasons 3.0 3.8 1.2 0.8 2.9 2.5 
% finished main school 36.9 19.5 15.4 24.8 8.3 23.3 
% finished secondary school 42.8 63.1 71.8 67.8 71.7 61.0 
% other 4.3 3.7 2.8 3.7 1.3 3.5 

Females        
% Illness/temporary absent 0.5 1.9 1.3 1.0 2.7 1.3 
% too expensive 6.9 2.6 6.1 2.3 8.8 5.0 
% don't want to study 4.9 0.7 1.0 1.4 0.0 1.9 
% family reasons 8.5 6.9 2.2 1.0 1.4 5.2 
% finished main school 11.2 20.3 8.0 7.1 14.6 13.2 
% finished secondary school 65.6 67.2 78.9 84.3 66.9 71.0 
% other 2.5 0.4 2.5 3.1 5.7 2.3 

Source: Armenia ILCS 2004. 
 
Although affordability is not mentioned frequently as a reason for not being enrolled in tertiary 
education, college tuition is expensive.  The tuition for tertiary education is unaffordable for poor 
households with potential college students.  Having a child enrolled in a college would require 
between 81 and 92 percent of the overall annual non-food expenditures of the households in the 
3 bottom quintiles.  Paying average college tuition represents a heavy burden even for the better 
off households: about 50 to 65 percent of their annual non-food expenditure (Figure 7.8).   
 

Figure 7.8:  Armenia: College tuition affordability across socio-economic groups 2004 
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Source: Armenia ILCS 2004.  
Note: The average cost of tuition in each quintile is calculated and divided by the average income 
(and non-food expenditures) of those households in the quintile who have a potential user of tertiary 
education (a member between 16 and 29 years).  
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Moreover, upper secondary education costs per student are not insignificant either. As 
compulsory education in Armenia is free of charge, tuition for basic and secondary education is 
not an issue.  However, non-tuition costs may constitute an economic burden for the poor and 
especially for households having students in upper secondary education.  Data presented in Table 
7.6 suggest that while basic and upper secondary education is easily affordable among better-off 
households, it constitutes a significant investment for households in the poorest quintiles. 
 

Table 7.6: Armenia: Basic and upper secondary education affordability, 2004 
 Poorest 

quintile 
Q2 Q3 Q4 Richest 

quintile 
  Cost per student as % of total per-capita income 
Basic 6.3 5.7 5.7 6.4 8.2 
Upper secondary 13.1 13.1 14.7 15.3 36.4 
  Cost per student as % of total non-food per-capita expenditure 
Basic 21.7 18.2 15.2 13.2 11.0 
Upper secondary 46.6 39.0 39.8 32.1 45.7 
  Tuition  per student as % of total per-capita income 
Vocational 0.0 0.0 0.0 0.1 0.1 
Upper secondary 1.1 1.4 2.4 2.8 5.8 
  Tuition per student as % of total  per-capita non-food expenditure 
Vocational 0.1 0.1 0.0 0.1 0.2 
Upper secondary 4.0 4.1 6.4 5.9 7.3 

Source: Armenia ILCS 2004. 
Note: In each consumption quintile, the average cost per student for each level of education is calculated and then divided by the 
average income (and non food expenditure) of those households in each of the respective quintiles having a potential user of 
tertiary education (a member between 16 and 29 years).   

 
 

Figure 7.9: Armenia: Composition of total household expenditures on  
education by socio-economic groups in  2004 
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Note: This figure captures total expenditures per category as a share of total expenditures on education for 
all households in a quintile having a student (all levels of education are included).  
 
As illustrated by Figure 7.9, transport and school supplies constitute more than half of all 
expenditures in education made by households in the poorest quintiles.  Richer households invest 
more resources in tuition (mainly for college) and private lessons.  Transportation to school 
represents about 30 percent of the overall education costs in each quintile.  
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Figure 7.10: Armenia: Completed years of schooling 
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Source: Armenia ILCS 2004.   

 
Finally, there is a strong correlation between affordability and completion rates by level of 
education. Completion rates for upper-secondary education are significantly lower than for basic 
education.  The decline is more marked among the poor.  Declines in completion rates for 
tertiary education are huge, even among the households in the richest quintile, as college in 
Armenia represents a significant investment.  However, the declines in completion rates for 
tertiary education are twice as large among individuals from the poorest households as compared 
to the individuals in the richest quintile (Figure 7.10). 
 
 
Students, teachers, schools and learning outcomes/student performance in basic education 
In 2003, a sample of Armenian children in the fourth and the eighth grades participated in the 
TIMMS—Trends in International Mathematics and Science Study.  The students took a test in 
mathematics and science; also other information relevant for learning were collected.  Hence, 
the TIMMS provides data on test outcomes; students (motivation to learn, self-confidence, 
computer use, and time spent doing homework); teachers (training and experience, and job 
satisfaction); and schools (physical condition, availability of resources for science and 
mathematics instruction and safety)8. 

Overall, Armenian children did not perform poorly.  Table 7.7 presents average TIMMS scores for 
a sample of European and FSU countries.  Armenian students performed better than students from 
Macedonia and Moldova and similar to students from Bulgaria and Romania.      
 
 
 
 
 
                                                 
8 Some caution should be exercised when interpreting the TIMMS results for the Armenia as a whole.  The reason is 
that students included in the TIMMS may not be representative of the overall population.  While, according to the 
2004 ILSC, only 15 percent of all students in basic and upper secondary education come from households whose 
heads had a university degree, the equivalent proportion among the eighth graders included in the TIMMS is about 
50 percent.  Since having a head with tertiary education in Armenia is associated with a lower incidence of poverty, 
this difference indicates that students in the TIMMS probably come from the middle-upper consumption quintiles.  
Therefore, observed inequities in the quality of education between the poorest and the richest students presented 
below are likely to be underestimated. 
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Table 7.7: Average TIMMS scores for a sample of countries 
  1995 1999 2003 
Czech Republic 546 520 .. 
Estonia .. .. 531 
Hungary 527 532 529 
Latvia 488 505 508 
Lithuania 472 482 502 
Slovak 534 534 508 
Slovenia 531 530 493 
Bulgaria 527 511 476 
Romania 474 472 475 
Moldova .. 469 460 
Armenia .. .. 478 
Turkey .. 429 .. 
Macedonia .. 447 435 
Russia 524 526 508 
United States 492 502 504 

     Source: TIMMS 2003 data base. 
 
The next table presents percentage of the students who did not reach the minimum score (400), 
as well as of those whose performance was outstanding (a score of 625 and over).  Almost one 
fifth (18 percent) of the Armenian students who participated in the TIMMS failed to reach the 
minimum score; same as in the case of the students from Bulgaria. Armenian students performed 
better than their peers from Serbia, Moldova, Macedonia and Romania.         
 

Table 7.8: TIMMS: Failure and outstanding performance rates (%) 
Above 625 Below 400 

  1995 1999 2003 1995 1999 2003 
Armenia .. .. 2 .. .. 18 
Bulgaria 17 9 3 10 10 18 
Estonia .. .. 9 .. .. 3 
Hungary 10 13 11 6 7 5 
Latvia 4 6 5 13 9 8 
Lithuania 2 3 5 19 15 10 
Macedonia .. 2 1 .. 30 34 
Moldova .. 3 1 .. 21 23 
Romania 4 4 4 21 21 21 
Russia 9 12 6 7 7 8 
Serbia .. .. 4 .. .. 20 
Slovak Republic 11 11 8 4 4 10 
Slovenia 4 3 3 10 10 10 

       Source: TIMMS data base. 
 
Overall, the TIMMS data analysis indicates that children’s test performance is strongly associated 
with their location and socio-economic conditions.  Those from urban areas and those from better 
off households performed much better than their rural peers or colleagues coming from poorer 
households.  On the other hand, teachers and schools appear not to influence the differences, as no 
striking differences across Armenia in teachers’ qualification or the physical conditions of schools 
are observed.      
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Figure 7.11: Armenia: Self-motivation, homework time and use of computers  

0.000

0.200

0.400

0.600

0.800

1.000

self-motivation homework time computer use computer use at
home

computer use at
school

In
de

x

0.000

0.200

0.400

0.600

0.800

1.000
Eight Graders Poorest Quintile Eight Graders Richest Quintile

Fourth Graders Poorest Quintile Fourth Graders Richest Quintile

 
Source: Angel-Urdinola, Jain, and Prina (2006) using TIMMS 2003.   
Note: For detailed explanation on how each of the indices was constructed see Angel-Urdinola, Jain, and Prina 
(2006).  
 

Students: The TIMMS data for Armenia indicate that students in the richest quintile (both the 
fourth and the eighth graders) have higher indexes of self-motivation and claim to spend more 
time doing homework than children from the poorest quintile (Figure 7.11).  However, 
differences are not large.  Better-off students have twice as much access to computers at home 
than poor student do, but students from the poorest quintile (especially the eighth graders) claim 
to use computers at school slightly more than richer ones.  The overall index of computer use (a 
weighted average of using a computer at home and at school) does not differ much between the 
richest and the poorest students and is low in general as only 4 out of every 10 students in 
Armenia use computer.  Urban-rural differences are mild. 

Teachers and schools: Looking at the teachers’ qualification and their job satisfaction, as well as 
the schools’ physical condition, the TIMMS data revealed the following: 

• Generally speaking, the students who have participated in the TIMMS are taught by well 
qualified and certified teachers.  The fourth-grade teachers in urban areas, especially in 
Yerevan, feature higher indices of qualification and certification than teachers in rural 
areas and small towns.  The eighth-grade teachers in urban areas outside Yerevan appear 
better qualified than their peers in rural areas and small towns. However, the eighth grade 
teachers’ qualifications and certification indices in Yerevan are lower than in other urban 
areas.  Furthermore, teachers have extensive teaching experience (on average 16-20 
years) and claim to be satisfied with their jobs (70 percent expressed “moderately high” 
satisfaction with their jobs).  These results indicate good potential for high quality 
instructions9. 

• School principals are generally more concerned with the lack of physical than the lack of 
human resources.  The physical resource availability appears generally low and does not 
differ notably between urban and rural schools (although the schools in small towns 
feature better than the average).  The human resource availability, although relatively 

                                                 
9 According to Alam et al. (2005), lack of incentives such as low salaries and stagnated employment opportunities have led to 
rapid aging of the teaching force in the ECA  (especially in the middle income CIS countries). The authors claim that while the 
aging of the teaching force is not necessarily a signal of worsening in teaching quality, the lack of funding (and re-training) in 
most countries may lead to a teaching force that provides services with out-of-date pedagogical tools and methods. 
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low, is higher relative to physical resources and especially in urban areas and among the 
fourth-grade schools.  

• School facilities are still in poor conditions as one half of all schools lack proper heating, 
adequate lighting, and computers and internet access.  This result holds for rural, urban 
and Yerevan schools alike and for both fourth-grade and eighth-grade schools.   

• Generally, school principals asses the safety of their schools as high, although the level is 
lower in urban than rural areas, and particularly so in Yerevan.  Furthermore, the general 
levels of safety in fourth-grade schools are higher than in eighth-grade schools.  

To conclude, the TIMMS data indicate that basic education in Armenia has a qualified, certified 
and experienced teaching force.  In contrast, the physical plant is in need of improvements, 
particularly regarding heating, adequate lighting and availability of computers, including Internet 
access. 

Learning outcomes:  The TIMMS data indicate that student performance is highly associated 
with socio-economic background and is much higher in urban than in rural areas.  Learning 
performance, as approximated by standardized scores in science and mathematics, is higher 
among better-off students.  In fact, as Figure 7.12 indicates, the students’ tests performance 
strongly increases with consumption growth.   
 

Figure 7.12: Armenia: Students performance on TIMMS tests by  
consumption quintiles   
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Source: Angel-Urdinola, Jain, and Prina (2006) using TIMMS 2003. 
 
Access to out-of-school education instructions/programs 
2004 Integrated Living Conditions Survey indicates that access to private tutoring is an exclusive 
privilege of the rich.  While in the top consumption quintile, one out of every five students in 
upper secondary education received private lessons, mainly to prepare for the university entrance 
exam, less than 2 percent of their peers in the poorest quintile had the opportunity to do so (Table 
7.9).  This is an issue of affordability--private tutoring in Armenia is expensive.   

 
Table 7.9: Armenia: Access to private tutoring 2004 

  Poorest quintile Middle quintile  Richest quintile 
  Student receives private lessons? 
  % yes If yes, % to enter 

university 
% yes If yes, % to 

enter university 
% yes If yes, % to enter 

university 
Girls 2.1% 100.0% 9.7% 55.3% 25.7% 80.4% 
Boys 0.9% 100.0% 4.4% 0.0% 20.6% 70.1% 

Source: Armenia ILCS 2004. 
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Given high drop-out rates, particularly at upper secondary and especially tertiary education 
levels, and taking into account very high unemployment rates among the young, training 
programs outside regular education stream may be an important vehicle for enabling the 
unemployed school drop outs to acquire some skills and thus improve their labor market 
performance.  Such programs in Armenia are, however, very rare.   A negligible fraction of 
individuals between 16 and 29 years of age that are not in college reported having access to out-
of-school (training) programs in 2004.  Those attending such programs mostly came from the top 
quintile.  As with the private tutoring, this is an issue of affordability as out-of-school training 
programs are fee based.   
 
7.5. Health and poverty 
 
Health status indicators  
Armenia features good health outcomes.  They are better than in most of the Former Soviet 
Union (FSU) countries and compare relatively well with those in developed nations (Table 7.10).  
Life expectancy at birth is high and mortality and standardized death rates are low.  As discussed 
at the beginning of this Chapter, infant, under-five and maternal mortality rates have all fallen 
since 1990.  Immunization rates are high.  Many of Armenia’s health status indicators are similar 
to those in Europe and clearly better than those in Georgia and Azerbaijan or in Central Asia. 
According to the WHO (2001) indicators, mortality indicators in Armenia are below the 
European average.  Premature mortality (0-64 years) in Armenia fell steadily between 1994 and 
2001, mainly due to the decline in male mortality.  Smoking and circulatory system related 
diseases constitute the major causes of mortality in Armenia. Premature mortality occurs mainly 
as a consequence of diseases of the circulatory system (accounting for 58 percent of all cases in 
2003), followed by malignant neoplasms (15 percent).  
 

Table 7.10: Armenia: Health status indicators in the international context (2003) 
 Armenia Europe NMS CIS CSEC 

Life expectancy at birth, in years 73.1 74.1 74.3 66.9 68.9 
Life expectancy at birth, in years, male 70.0 70.1 70.1 61.6 64.4 
Life expectancy at birth, in years, female 75.9 78.1 78.4 72.6 73.6 
Estimated life expectancy, (World Health Report) 68.0 73.7 74.4 65.3 67.9 
Infant deaths per 1,000 live births 11.5 9.0 6.6 14.5 19.8 
Maternal deaths per 100,000 live births 19.7 15.6 6.0 31.8 51.5 
SDR, diseases of circulatory system, all ages per 
100,000 

714.9 479.4 452.7 821.4 741.5 

SDR, ischemic heart disease, all ages per 100,000 387.3 222.7 176.1 433.8 362.3 
SDR all causes, all ages, per 100,000 1083.3 962.6 931.3 1431.2 1311.2 
SDR, diseases of the respiratory system, all ages 
per 100,000 

63.4 55.5 42.7 70.1 63.1 

SDR, selected smoking related causes, all ages per 
100,000 

653.2 243.7 370.7 716.4 577.0 

Tuberculosis incidence per 100,000 47.9 42.4 26.3 87.3 69.0 
Clinically diagnosed AIDS incidence per 100,000 0.3 1.1 0.4 0.7 0.6 
Diabetes prevalence, in % 1.0 n.a. 4.9 1.4 1.6 
Source: World Health Organization (WHO): Health for All (HFA) data base.  

Note: Europe: 52 countries in the WHO European Region.  NMS: New Member States—10 new member states of the 
European Union from May 1, 2004.  CIS: 12 countries of the Commonwealth of Independent States;  CSEC: 25 countries 
in the WHO European Region with higher levels of mortality (Albania, Armenia, Azerbaijan, Belarus, Bosnia and 
Herzegovina, Bulgaria, Estonia, Georgia, Hungary, Kazakhstan, Kyrgyzstan, Latvia, Lithuania, Poland, Republic of 
Moldova, Romania, Russian Federation, Serbia and Montenegro, Slovakia, Tajikistan, FYR  Macedonia, Turkey, 
Turkmenistan, and Ukraine). 
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The health system and its utilization  
Armenia inherited an oversized and overstaffed health care system that is underutilized (Table 
7.11).  Official figures for 1991 show that there were 853 hospital beds and 370 physicians per 
100,000 people. These numbers were above the average for the European Union, but below the 
average for the CIS.  After 1990s, Armenia began to bring down excess capacity by cutting on 
the number of hospitals (especially in rural areas), hospital beds (mainly in urban areas), and 
physicians.  In relative terms, between 1991 and 2003, the number of hospital beds decreased by 
50 percent.  In contrast, despite some changes throughout the period, the number of physicians 
per 100,000 people in 2003 was only slightly below the level in 1991.  
 

Table 7.11: Armenia: Health care system and its utilization 1992-2003 
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Source: Health for All (HFO) data base, WHO/Europe, 2005.  
 
Health professionals in Armenia earn wages that are on average 13 to 22 percent lower than 
wages of other professionals.  This result holds particularly in urban areas.  Low wages fuel 
incidence of informal payment for health services and international migration of health 
professionals.  The number of nurses graduating per 100,000 people in Armenia is much higher 
than in most CIS and FSU countries; it is also higher than the EU average.  On the other hand, 
the number of nurses actually working per 100,000 people is low relative to other countries 
(Figure 7.13).  Nurses are leaving Armenia, probably because of low demand and low returns to 
education as a nurse in Armenia.         

 
Figure 7.13:  Armenia: Nurses education and employment 
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     Source: World Health Organization (WHO) – Health for All (HFA) database 2004. 
 
The findings of the 2004 ILCS confirm previous evidence that the health system in Armenia is 
underutilized10.  Inpatient and outpatient utilization rates are much lower in Armenia as 

                                                 
10 In Armenia, a package of basic health services (basic benefit package—BBP) is available to certain social groups defined by Law for a small 
co-payment.  For those households that are benefiting from the family poverty cash assistance program with vulnerability score exceeding 38  the 
BBP is free of charge. The list of services is limited and reflects a small amount of public resources allocated to the health sector.  Services 
outside the package are provided on a fee for service basis.    
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compared to other countries in the region.  In a regional context, Armenia displays very low rates 
of utilization, especially at the inpatient level.  While inpatient care admissions in the region 
oscillate between 15 and 20 per 100 people, this rate is less than 8 in Armenia. While the average 
number of outpatient visits in the region stands between 6 and 10 per person per year, it is less 
than 3 per person per year in Armenia (Figure 7.14).  
 

Figure 7.14: Armenia: Health system utilization in international prospective 
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Source: WHO - HFA database, 2004. 

 
According to the Armenia ILSC 2004 based estimates, there are great inequalities in health 
services utilization rates across socio-economic groups (Table 7.12).  While the fraction of those 
who reported being sick did not vary much by economic region or consumption quintile, the 
treatment rates did.  Only 45 percent of the sick in the poorest quintile were treated, as opposed 
to 95 percent in the top quintile.  Informal treatment (healers and at home treatment) is quite 
relevant and constitutes about half of all the treatment provided to patients.  Finally, less than 5 
percent of all individuals (mainly from the richest quintiles) use any type of preventive health 
services. 
 

Table 7.12: Armenia: Health services utilization in 2004 (%) 
 All individuals If sick If sick & treated 
  Preventive 

care Sick Treated 
 

Formal treatment 
(doctor/polyclinic) 

Informal treatment 
(healer/at home 

treatment) 
Economic region          

Yerevan 3.1 20.4 67.3 56.0 44.0 
Urban 3.2 17.6 68.6 54.4 45.6 
Rural 5.4 19.2 74.0 43.6 56.4 

Socio economic group          
Poorest quintile 2.0 18.7 45.5 51.6 48.4 
Quintile 2 3.4 18.8 64.0 45.6 54.4 
Quintile 3 4.1 18.1 71.0 46.3 53.7 
Quintile 4 5.1 19.2 83.1 49.6 50.4 
Richest quintile 6.5 20.8 94.2 56.6 43.4 

 Source: Armenia ILCS 2004. 
 
Most of those who reported receiving treatment informally did so at home (about 90 percent).  
Few were treated by a physician and even fewer by a traditional healer.  At home treatment 
implies that the sick either self-medicate or are treated by a family member or a neighbor.  At 
home treatment rates did not vary significantly across quintiles as this form of treatment is 
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commonly used in the cases of not so serious health conditions irrespective of the patients’ 
socio-economic background (Table 7.13). 
   

Table 7.13: Armenia: Informal health treatment by type in 2004 (%) 
 Traditional healer Physician At home 
Yerevan 1.0 5.3 93.7 
Urban 1.9 10.6 87.5 
Rural 3.6 12.9 83.4 
Poorest quintile 1.4 5.6 92.9 
Quintile 2 2.0 9.7 88.2 
Quintile 3 4.4 10.0 85.6 
Quintile 4 2.2 9.7 88.1 
Richest quintile  1.9 13.3 84.8 
Total  2.2 10.2 87.7 
Source: Armenia ILCS 2004. 
 
Differences in utilization rates between poor and non-poor users who are severely ill are 
substantial (Table 7.14).  Although the fraction of very ill individuals does not vary much across 
socio-economic groups, access to health services does.  Only 40 percent of very ill individuals in 
the poorest quintile get any treatment, as opposed to 80 percent in the richest quintile.  Similarly, 
only one quarter of the poorest very ill people visit the doctor, vs. 60 percent of those in the top 
quintile.  Hospitalization rates are generally low: less than 7 percent of individuals who were 
severely ill reported to have been hospitalized. Across economic regions, the rate is particularly 
low among rural population.  The rich use inpatient services more frequently than the poor, but 
even among them the hospitalization rate was very low11.   
 

Table 7.14: Armenia: Utilization of health care services in cases of serious illness 2004 
 If ill If very ill 
  % very ill  % visiting the 

doctor 
% hospitalized % getting any 

treatment 
Yerevan 40.0 41.8 7.3 63.2 
Urban 42.6 38.3 5.9 56.8 
Rural 24.1 31.7 4.1 64.1 
Poorest quintile 34.9 25.5 5.2 41.7 
Quintile 2 31.6 26.3 1.3 56.8 
Quintile 3 29.9 35.9 4.9 61.7 
Quintile 4 35.2 42.8 6.9 67.9 
Richest quintile 39.3 58.4 10.8 80.1 
Source: Armenia ILCS 2004. 
 
Family poverty benefit and utilization of health services:  For households receiving cash family 
poverty benefit, which is a major poverty alleviation program in Armenia benefiting almost 
130,000 families in 2004 (see Chapter on Social Protection), the basic benefit package is free of 
any charge if the families vulnerability score is higher than 38.  Results presented in Table 7.15 
indicate that although the benefit does not appear to influence the decision to seek treatment, it is 
associated with higher hospitalization and treatment rates.  Nevertheless, once controlling for 
other individual and household characteristics, regression analysis suggests that those differences 
in utilization rates are not statistically significant (Table A7.X in Statistical Annex).    
 

                                                 
11 This result should be treated with caution, as the ILCS may underestimate the hospitalization rate.  The ILSC asks 
the households to report the hospitalization episodes in the period of four weeks prior to the survey.  Preferably, the 
reporting period would be one year.  
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Table 7.15: Armenia: Family poverty benefit and utilization of health services 2004 
 Visited doctor Hospitalized Any treatment 
  No PFB PFB No PFB PFB No PFB PFB 
Yerevan 42.19 39.34 7.68 5.2 63.6 60.65 
Urban 39.08 36.39 6.39 4.48 55.6 59.98 
Rural 34.42 25.48 5.49 0.75 65.55 60.68 
Poor  26.14 26.73 3.37 4.27 46.37 53.04 
Non-poor   45.74 39.21 8.38 2.26 69.29 67.67 
The poorest quintile 25.5 25.52 4.44 6.69 38.1 49.52 

Source: ILCS 2004. 
Note: PFB stands for the family poverty benefit. The PFB recipients are entitled to the BBP in health with no co-payment.  The 
rates are presented for the health services users (defined as households with at least one member who received treatment. 
 
Health services affordability 
According to the ILCS, hospitalization and at-home treatment (most likely medicines) constitute 
the two main expenditure items on health services among the households whose sick members 
(at least one of them) received some health treatment.   

As illustrated by Figure 7.15, hospitalization accounts for three quarters of all health 
expenditures among the users in the poorest quintile. It drops across quintiles, constituting only 
28 percent in the richest quintile.      
 

Figure 7.15: Armenia: Composition of household expenditures on health services*  
by socio-economic groups in 2004 
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Source: Angel-Urdinola, Jain, and Prina (2006) using ILCS 2004.  
Note: Only “user” households included.  

 
Box 7.3: Determinants of health services utilization  

In order to better understand determinants of the health services utilization in Armenia, 
a regression analysis was conducted (for regression results, see Table A7.6 in 
Statistical Annex).  It was found that socio-economic conditions, level of education, 
gender, and economic region have significant influence on the probability of individuals 
receiving health treatment when sick.  

• Individual characteristics: Male patients are 7 percent less likely to get formal 
health treatment if sick, than female patients.  Severely ill patients are 13 to 20 
percent more likely to visit the doctor and about 30 percent more likely to 
receive any treatment.  More educated individuals (those with at least upper 
secondary education) are about 20 percent more likely to visit a doctor (or to 
get any treatment) when sick, than individuals with at most basic education.  
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• Socio-economic conditions: Sick individuals from poor households are 15 to 16 
percent less likely than individuals from non-poor households to receive 
treatment, and 10 percent less likely to be hospitalized when severely ill. 

• Remittances and geographical location: individuals residing in Yerevan are 
about 17 percent less likely to receive any treatment than individuals living in 
other urban areas (although the likelihood of visiting the doctor is not 
statistically different across economic regions).  Controlling for other 
observables, the estimates suggest that living in households receiving income 
from remittances from abroad does not impact health services utilization among 
sick individuals.  

 
Average spending on health constitutes a heavy burden, especially on the poorer users.  
Therefore, high cost of health services is likely to be the main cause of low utilization rates 
among the poor.  Health expenditures account on average for slightly less than half of total non-
food consumption among households using health services (this proportion is roughly 70 percent 
for households in the poorest quintile and 47 percent for those in the top quintile).  This suggests 
that having a sick family member in Armenia receiving any treatment is expected to be quite 
expensive, especially for the poorest households.  Expenditure on hospitals represents on average 
52 percent of total non-food expenditure among users in the poorest quintiles.  This proportion is 
much lower for the middle class households and only 13 percent for users in the richest quintile 
(Table 7.16). 
 

Table 7.16: Armenia: Relative cost of health services among households having at least  
one health care user*, 2004 

 Poorest 
quintile 

Q2 Q3 Q4 Richest 
quintile 

 Total health expenditure 
As % of total income  19.9 13.3 17.8 22.1 32.4 
As % of total non-food consumption 69.1 44.2 47.7 47.9 47.2 
 Expenditure on hospitals 
As % of total income  15.1 7.1 9.08 9.4 8.9 
As % of total non-food consumption 52.4 23.5 24.29 20.5 13.0 
Source: Armenia ILCS 2004.  
Note: * Those households who have at least one member who claimed to have received medical services 4 weeks prior to being 
interviewed. 
 
For an average household having a potential hospital user—defined as an individual who has 
reported having used health care services in the 4-week period prior to the ILCS interview, and 
thus potentially being a user in the future—hospitalization is not affordable. As presented in 
Table 7.17, the average expenditure on hospitalization reported to actually be made by the 
households in the poorest two quintiles, would account for about (45 to 73) 146 to 250 percent of 
the average total (income) non-food expenditure of the potential users.  To pay for the average 
cost of an episode of formal health treatment (visiting a doctor or a polyclinic) would eat up 
between 60 to 70 percent of total non-food expenditure amongst the potential users across all 
quintiles.  Even the average cost of informal health care (such as at-home treatment) would 
constitute a significant burden on potential users.  
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Table 7.17: Armenia: Affordability of health services for households having health users, 2004 
 Poorest 

quintile 
Q2 Q3 Q4 Richest 

quintile 
 Average cost per patient as % of total per-capita expenditure of households having a 

user* 
Treatment 62.4  57.0  63.0  70.1  59.3  
Hospital 250.6  146.0  67.7  53.8  32.6  
Healer 35.9  30.2  26.8  25.8  24.8  
Physician 68.7  60.7  59.8  55.0  71.0  
At home treatment 46.4  53.7  50.3  57.1  53.1  
Post natal care 33.2  20.2  26.0  12.6  8.3  

 Average cost per patient as % of total non-food income of households having a 
user* 

Treatment 18.1   17.7   23.6   33.8   43.8   
Hospital 72.6   45.3   25.4   26.0   24.1   
Healer 10.4   9.4   10.0   12.4   18.3   
Physician 19.9   18.8   22.4   26.5   52.5   
At home treatment 13.4   16.7   18.8   27.5   39.2   
Post natal care 9.6   6.3   9.7   6.1   6.1   
Source: Armenia ILCS 2004. 
Note: The average cost per patient of actual users for each type of treatment is calculated and divided by the average income (and 
non-food expenditure) of the households having a potential user of health services (a member reporting to have received some 
treatment 4 weeks prior to the interview).   
 
Informal fees for health services are large, especially for hospitalization.  Official health 
professionals’ pay in Armenia is low, which creates an incentive for charging informal fees.  
Informal payments constitute about a 10 percent premium for all medical treatment and a 22.5 
percent premium for hospitalizations (a very high cost for users).  As presented in Table 7.18, 
informal payment for medical treatment is particularly large in Yerevan and among users from 
the top quintile.  With regards to hospitalization, the relative cost of informal health services fees 
is the highest among the poor users.  Informal payments for hospitalization are larger in Yerevan 
and in middle-income marzes (Aragatsotn, Armavir, and Syunik) as compared to those made in 
other regions.  
 

Table 7.18: Armenia: Informal payment for the health services 2004 
  Informal payment as a % of total 

medical treatment 
Informal payment as a % of total 

hospital bill 
Socio-economic group   

Poorest quintile 6.3 39.7 
Quintile 2 7.3 23.4 
Quintile 4 12.2 25.5 
Richest quintile  10.7 26.2 

Socio-economic region   
Yerevan 15.5 38.2 
Urban 6.5 18.6 
Rural 7.7 13.9 

Total 9.3 22.5 
Source: Armenia ILCS 2004.  
 
Family poverty benefit recipients and informal payment for the health care services:  ILCS 
based estimates suggest that recipients of the family poverty benefit, who at the same time are 
entitled to a free of charge basic benefit package in health care, spend less on informal payments 
than poor users who do not receive assistance.  Table 7.19 indicates that informal payment for 
medical treatment (hospitalization) is lower by about half (one third) among those users from 
households benefiting from the PFB.  Poor users benefit highly from this tendency: while users 
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in the poorest quintile receiving social assistance do not pay informal fees at all (both for 
treatment and hospitalization),  users from the same socio-economic group not getting assistance 
pay very significant fees (8 percent premiums for treatments and up to 43 percent for 
hospitalization).  
 

Table 7.19: Armenia: Family poverty benefit and informal payment for medical services 
 Treatment   

Informal payment  as % of  total 
Hospitalizations  

Informal payment  as % of  total 
  Do not get PFB Get PFB Do not get BBP Get PFB 
Total 10.80 4.60 26.60 8.40 
Quintile     

Poorest quintile 8.20 0.00 43.30 0.00 
Quintile 2 8.30 4.00 27.70 2.40 
Quintile 4 12.90 9.70 30.00 4.70 
Richest quintile 11.30 0.40 26.90 0.00 

Socio-economic group     
Non-poor 11.10 6.30 25.80 9.90 
Poor 9.20 0.00 30.90 1.80 

Source: ILCS 2004.  
 
These findings indicate the importance of the free of charge access for the poor to the health 
services basic benefit package.  Therefore, given that it is linked to the family poverty benefit, it 
is important not only to target the benefit well, but also to increase its coverage of the poor and 
very poor households significantly (see Chapter on Social Protection).  
 
 
7.6. Conclusions 
 
Armenia has performed well in health and education: it has sustained good indicators in both 
sectors, with relatively low levels of expenditures as compared to other countries in the ECA 
Region.  In 2004, life expectancy at birth was 70.3 years for men (higher than in most ECA 
countries) and 76.4 years for women.  Both indicators exceeded their respective 1990 levels.  
Mortality and standardized death rates are low and infant, under-five and maternal mortality rates 
have all fallen since 1990.  Immunization rates are high.     
Almost the entire population is literate.  Access to basic education is universal and equally so for 
boys and girls; completion rates are very high.  

Reflecting Government’s efforts to make public expenditures more pro-poor, the shares of 
education and health in total public spending have increased.  The sectoral composition of 
expenditures has changed as well, with more emphasis given to basic education and primary 
health services.   

At 1.3 and 2.9 percent of GDP respectively (2004), public spending on health and education is 
still low and the population bears a significant portion of health and education financing.  In 
2004, private spending on education was 2.3 and on health 4.6 percent of GDP.  Given that most 
of the private spending on health is informal, the Government faces a huge challenge to 
formalize health sector financing.  Public spending on hospitals and in particular on tertiary care 
facilities favors the better off, as non-poor benefit from it more than the poor.  

In contrast to basic education, enrollment in upper secondary education is much lower—about 69 
percent nationally, and differences between poor and better off households are notable.  The net 
enrollment rate in tertiary education is 25 percent and the gap between reach and poor is large: 
38 vs.5 percent. Relatively low returns to education, high opportunity cost and, most of all, 
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affordability are the main reasons explaining why students from poor households drop out of 
school after basic, and in particular after upper secondary education. 

Differences in access to good quality education between richer and poorer households and between 
urban and rural areas are significant.  Richer households have more access to better education, 
training, and complementary school programs than poor households do. Students from better off 
households are more motivated to learn and have better access to learning tools at home (such as 
computers).  All these factors are ultimately reflected in better school performance of richer 
students.  Performance indicators for both students and teachers are generally better in urban than 
in rural areas.  Lack of proper infrastructure and resources at the school level constitute a more 
relevant constraint within the compulsory education system than lack of human resources.   

Armenian education is facing the challenge of a rapidly declining school age population.  Due 
partly to out-migration and partly to a low total fertility rate, Armenia’s population is estimated 
to continue to decrease.  According to the UN population estimates, it will have shrunk by 24 
percent by 2050 with the decline being particularly high among the basic education cohort (47 
percent). 

Although health indicators in Armenia are better relative to other FSU/CIS countries, health care 
utilization is generally low, particularly in rural areas and among the poor.  Low overall public 
spending on health and affordability constraints—health services in Armenia are mainly paid 
out-of pocket—are the main reasons why the poor either do not seek health care or use informal 
health services.   

Recipients of the family poverty benefit, who at the same time are entitled to a free of charge 
basic benefit package in health care, spend less on informal payments than poor users who do not 
receive assistance.  This indicates the importance of free of charge access for the poor to the 
health services basic benefit package.  Therefore, given that it is linked to the family poverty 
benefit, it is important not only to target the benefit well, but also to increase its coverage of the 
poor and very poor households significantly. 
 

 
CHAPTER VIII: SOCIAL TRANSFERS IN ARMENIA  

AND THEIR IMPACT ON POVERTY 
 
Social transfers in Armenia, although limited relative to GDP, contribute significantly to 
reduction in poverty and inequality.   Looking across entire population, if social transfers were 
eliminated and households were not able to compensate for their loss, poverty would deteriorate 
substantially: overall poverty incidence would increase by 10.2 percentage points (to 44.8 
percent), and poverty would become much deeper and more severe.  This impact is even more 
pronounced among the households that receive the transfers.  Pensions as the largest transfer 
component play particularly important role in poverty reduction.  Nonetheless, social assistance, 
and in particular the family poverty benefit as its largest component, play very important role as 
well.  Although the coverage of the family poverty benefit is limited: it covers only one fourth of 
the poor, it is targeted well as 63 percent of all the recipients receiving 76 percent of resources 
come from the two bottom consumption quintiles.  While this result is good, there is ample room 
for improvements: about 20 percent of recipients consuming 17 percent of resources come from 
the top 40 percent of the population.  In order to decrease this waste of resources the 
Government will need to review the targeting formula.  Better targeting would enable the 
increase in the coverage of the poor within the same family poverty benefit budget envelope.  
However, a significant increase in coverage would require an increase in resources as well.    
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8.1. The methodology 
 
The poverty impact analysis of social transfers in Armenia is conducted using the 2004 
Integrated Living Conditions Survey data set.  The analysis focuses on poverty implications of 
two major social transfer programs in Armenia: pensions and social assistance, with social 
assistance comprising family poverty benefit and all other non-pension social transfers.  Except 
for the family poverty benefit, the coverage of other non-pension benefits is small; therefore, the 
number of persons reporting them in the ILCS is low, often not large enough to draw statistically 
significant conclusions.  

The impact of social transfers on poverty is analyzed comparing observed (“post-social 
transfers”) poverty indicators with those that would be obtained if social transfers were 
eliminated (“pre-social transfers”).  “Pre-social transfers” consumption is calculated by reducing 
observed consumption by the amount of social transfers (pensions or social assistance or both), 
and assuming that the total amount of social transfers was converted into consumption (situation 
most likely in developing countries such as Armenia).  Thus, the difference between the poverty 
incidence measured using the “pre-social transfers” consumption and the poverty incidence that 
correspond to the “post-social transfers” consumption provides an estimate of the impact of 
social transfers on poverty.  This methodology is especially important for the targeting of social 
assistance.  The population that should be targeted by social assistance is “pre-social assistance” 
poor, as after having received social assistance some poor households might move out of 
poverty, thus affecting the validity of using the “post-social transfers” population as targeted 
population.  In the case of pensions, the impact of pensions on poverty incidence is calculated 
comparing the “pre-social transfers” poverty incidence with the poverty incidence after pensions 
are paid, i.e., the “post pensions” (but “pre-social assistance”) poverty incidence12.  
8.2. What is the impact of social transfers on poverty in Armenia? 
 
Armenia does not spend much on social transfers.  In 2004, total spending on social transfers 
amounted to AMD 84.4 billion, or 4.45 percent of GDP.  Pensions, the largest social transfer 
program in Armenia, including labor, military and social pensions, comprised 63.1 billion drams 
or 3.3 percent of GDP13.  The second larges social transfer program in Armenia— family poverty 
benefit program—comprised 16.1 billion dram (0.85 percent of GDP).   

Social transfers made up 11.3 percent of total average monthly income of the Armenian 
households in 2004.  For the lowest quintile this share was 16.7 percent; while among the 
households in the top quintile it was only 7.4 percent.  Looking across economic regions, social 
transfers were the most important for urban households outside Yerevan, and the least important 
for rural households. 

   

                                                 
12 The survey is not an exact picture of the Armenian population, and “pre-social transfers” and “post-social 
transfers” poverty measurements are calculated with margins of errors.  The impact of the transfers on poverty is 
statistically significant if the confidence intervals around the average “pre-social transfers” and “post-social 
transfers” poverty rates do not overlap. 
13 Labor pensions (benefits provided under mandatory social insurance) that were received by 489,300 beneficiaries 
amounted to 50.9 billion drams (2.6 percent of GDP).  This is very low in comparison to other countries in the 
Region. 
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 Table 8.1: Armenia: Poverty reduction impact of social transfers, 2004   
 Poor Very poor 
 
 

Incidence 
% 

Poverty 
gap 

(P1/P0); % 

Poverty 
severity 

Incidence 
% 

Poverty 
gap 

(P1/P0); %  

Poverty 
severity 

Post-transfers (post 
pensions and social 
assistance) 

34.6 21.3 6.9 6.4 
 

17.1 
 

 
4.7 

Pre-transfers (pre 
pensions and social  
assistance) 

44.8 29.8 13.7 15.4 
 

28.2 
 

 
15.9 

Pre-pension (pre pensions; 
post social assistance) 42.7 27.2 11.5 12.3 25.8 13.9 

Pre social assistance (pre 
PFB and other social 
assistance;  post pension) 

37.2 23.9 8.7 8.7 21.3 7.8 

Pre-PFB (pre PFB; post 
pensions and other social 
assistance) 

36.7 23.3 8.3 8.2 
 

20.3 
 

7.0 

Source: ILCS 2004 
Note: This table with standard errors is presented in Statistical Annex as Table A8.1.  Poverty gap (P1/P0) indicates the 
average shortfall of consumption of poor (very poor) population relative to the complete (food) line.  

 
According to the ILCS, the family poverty benefit was the source of income for 14.3 percent of 
households; pension benefits were received by 48.6 percent of households, unemployment 
benefit by 0.7 percent, and child care allowance by 1.2 percent of households.  Additional 4.4 
percent of households reported receiving other types of social assistance including monetary 
compensation for benefits in kind they used to receive.  

Empirical evidence from 2004 ILCS suggests that, social transfers, although relatively small in 
GDP terms, are a very important policy instrument for poverty reduction in Armenia.  If social 
transfers were eliminated and households were not able to compensate for the loss of income 
with resources from other sources, poverty measurement results would deteriorate substantially 
(Table 8.1).  The overall poverty incidence would increase from 34.6 to 44.8 percent; the poor 
would become poorer as the shortfall of their average consumption relative to the complete 
poverty line—the depth of poverty—would increase from 21.3 to 29.8 percent, and the poverty 
would become much more severe: the severity of poverty index measuring inequality in 
consumption distribution among the poor would double14.  These adverse effects would even be 
pronounced in the case of very poor people (extreme poverty).    

Pensions as much larger transfer play more important role in poverty reduction than social 
assistance.  Nonetheless, social assistance, and in particular the family poverty benefit as its 
largest component, play a very important role as well.  For instance, if only the family poverty 
benefit is eliminated, the overall poverty incidence would increase by 2.1 percentage points, 
while extreme poverty incidence would increase by 2 percentage points (15 percent); the depth 
and severity of poverty would increase by 9.3 percent and 20.3 percent, while the depth and 
severity of extreme poverty would increase by 18.7 percent and 48.9 percent, respectively. 

Table 8.2 presents pre- and post-transfer poverty indicators only for those households who 
receive social transfers. The elimination of social transfers would worsen the living conditions of 
those families significantly; this impact is understandably higher than when looking at the 
poverty impact of social transfers across the entire population (previous table).  If pensions were 

                                                 
14 Depth of poverty measures the gap between the observed consumption levels of poor households and the poverty line.  Severity 
of poverty measures the degree of inequality in distribution below the poverty line, giving greater weight to households at the 
bottom of the consumption distribution.     
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eliminated and the households receiving them were not able to compensate for their loss from 
other income sources, the overall poverty incidence among the recipients would increase 
significantly (48 percent); while the incidence of very poor among this particular cohort would 
increase about 3 times.  The poverty incidence among the households who receive the PFB is 
higher than the nationwide poverty incidence even after they have received the PFB (47.1 
percent vs. the 34.6 percent post social transfers poverty incidence level).  The termination of the 
PFB would increase the overall poverty incidence among this socio-economic group from 47.1 
percent to 61.4 percent, while the incidence of very poor people would double.   
 

Table 8.2: Armenia: Poverty reduction impact of social transfers on households reporting receiving 
pensions and/or social assistance, 2004 

  Very poor (%) Poor (%) Poverty gap 
(P1/P0) Poverty severity 

Households who receive pensions 
Post-pensions 7.1 36.6 21.5 7.0 
Pre-pension 19.1 53.2 31.1 14.6 
Households who receive social assistance 
Post-social assistance 10.0 45.4 23.0 7.9 
Pre-social assistance 21.9 58.8 30.9 13.7 
Households who receive PFB 
Post –FFB 9.9 47.1 22.7 7.6 
Pre-PFB 22.0 61.4 30.5 13.1 
 Source: ILCS 2004. 
Note: This table with standard errors is presented in Statistical Annex as Table A8.2.   Poverty gap (P1/P0) indicates the 
average shortfall of the consumption of the poor (very poor) population relative to the complete (food) line. 

 
The elimination of social transfers would significantly increase the gap and severity of poverty.  
Hence, the social transfers have a significant poverty alleviation effect on households who 
receive them: the transfers might not lift all of the recipient households out of poverty, but they 
significantly reduce the poverty gap and severity of poverty among them. 
 
 
8.3. Effectiveness and efficiency of social transfers 
 
Who receives the social transfers?  To estimate coverage of the population by social transfers 
using the ILCS data, the population is divided into the “pre-social transfers” poor (as well as 
very poor) population and non-poor population.  The higher the coverage of the poor and very 
poor and the lower the coverage of the non-poor, the more effective are the social transfers in 
reaching the needy population.  In the case of the family poverty benefit, 25.1 percent of the 
“pre-PFB” poor received this social transfer in 2004, while the coverage of the very poor was 
higher—40.6 percent (Table 8.3).  At the same time, only 9.3 percent of the “pre-PFB” non-poor 
were PFB beneficiaries.  It should be noted that, pensions, as a contributory social insurance 
benefit, are not supposed to be paid only to the poor population as is the case with the family 
poverty benefit, but to all eligible individuals, irrespective of their socio-economic status.  
However, as the 2004 ILSC estimates indicate, pensions play a very important role in poverty 
reduction and alleviation in Armenia.   
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Table 8.3:  Armenia: Who received the social transfers in 2004? (in %) 
 Pre-social 

assistance 
Pre-poverty family 

benefit Pre-pensions 

    
Percent of “pre-transfer” population covered by social assistance and pensions 

Poor* 31.6 25.1 62.4 
Very poor* 51.1 40.6 79.9 
Not poor 12.8 9.3 39.7 
Source: ILCS 2004 
Note: *Coverage of the poor and very poor is significantly higher than the coverage of the non-poor  

 
What proportion of resources is allocated to the poor?  The ILCS estimates indicate that 57.8 
percent of the pension payments is received by the “pre-social transfers” poor, while 60.3  
percent of the family poverty benefit resources goes to the “pre-social assistance” poor (Table 
8.4).  This implies that that the “leakage” of funds allocated to the family poverty benefit to the 
non-poor was around 39 percent of the total amount.  In other words, 1.7 drams of the family 
poverty benefit resources have to be spent, on average, for each dram that reaches the “pre-PFB” 
poor (spending ratio).   

 

Table 8.4: Armenia: Efficiency and effectiveness of social transfers, 2004 
 Efficiency: percentage of 

social transfer payments 
distributed to the poor 

Spending ratio 
(100/column 2) 

Effectiveness: percentage of 
poverty gap eliminated by social 

transfer 
Pensions 57.8 1.7 19.8 
Social assistance 59.7 1.7 10.9 
Family poverty benefit 60.3 1.7 8.6 

Source: ILCS 2004 
 
The extent to which the social transfers reduce the poverty gap represents the effectiveness of 
social transfers.  Pensions are more effective than social assistance (or PFB), simply because of 
their higher levels.  Hence, while pensions eliminated 19.8 percent of the poverty gap in 2004, 
the social assistance and the PFB contributed 10.9 and 8.6 percent, respectively.  

Social transfers and inequality:  The ILCS estimates indicate that social transfers contribute to 
the reduction of inequality in the distribution of consumption.  The pre-social transfers Gini 
coefficient for consumption distribution is reduced by 10.4 percent when pensions are added to 
consumption and by a further 3.8 percent when social assistance benefits are added (Table 8.5).  

Table 8.5: Armenia: The impact of social transfers on consumption inequality (Gini coefficients 
for consumption aggregate, 2004 

Pre-social transfers (pre-pensions; pre-social assistance) 0.298 
Pre-social assistance (post-pensions; pre- social assistance) 0.270 
Post-social transfers (post social assistance and pensions) 0.260 
Source: ILCS 2004. 

 
8.4. Poverty family benefit 
 
Table 8.6 presents administrative data on poverty family benefit.  The number of households 
receiving the benefit has declined by 37 percent.  The coverage of the targeted population is low: 
even if all the recipient households were coming from the poor cohort, i.e. the targeting was 
perfect and there was no leakage to non-poor population; the benefit would cover only about one 
half of poor population (in 2004, about one million Armenians were poor).  ILCS estimates, as 
discussed above (Table 8.3), indicate that the PFB covers 25 percent of the poor (40 percent of 
very poor population).  Resources allocated to the benefit declined dramatically till 2002.  The 
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situation has improved since then; however even the nominal allocation in 2004 remains well 
bellow the allocation in 1999.    
                  

Table 8.6: Armenia: Poverty family benefit 1999-2004 (administrative statistics) 
 1999 2000 2001 2002 2003 2004 
Beneficiaries       
Regular monthly benefit (as of January 1)        
              Number of families  211555 199456 174800 149603 141218 134224 
              Number of individuals  657071 667897 598616 532014 505560 476495 
 One-time benefit       
              Number of families   66980 11797 15917 10140 14889 7782 
              Number of individuals  289711 44935 54139 30544 39456 17680 
Average benefit  (AMD per month)       
Regular benefit per household   7193 7196 7712 6554 7099 8254 
              In % of the average wage  29.7 26.4 26.2 20.0 17.0 15.8 
Regular benefit per family member  2313 2148 2255 1841 1983 2520 
              In % of the poverty line 13.1 n/a n/a n/a n/a 13.0 
              In % of the extreme poverty line 20.6 n/a n/a n/a n/a 20.2 
              In real terms (constant 1999 prices)  2313 2165 2205 1780 1831 2175 
       One-time benefit (drams per household)  3500 3500 3500 4000 4000 4500 
Resources       
Total (nominal in bill drams)  21.08 17.72 16.85 14.85 13.23  16.09 
In real terms (1999=100) 21.08 17.86 16.48 11.08 12.22 14.60 
In % of GDP 2.14 1.72 1.43 1.09 0.89 0.85 
Source: RA Ministry of Social Security. 

 
During 2004, according to the ILCS based estimates, 29.5 percent of all households in Armenia 
applied for the poverty family benefit.  About 60 percent of the applicants (or 18 percent of all 
households in Armenia) were found eligible and awarded the benefit; the remaining 40 percent 
(or 11.5 percent of all households in Armenia) were declined the benefit.  Among the households 
who did not apply for the PFB, 61 percent did so because they were not sure they would qualify, 
while 18 percent believed they were well-off and did not need it.   
    

Table 8.7: Armenia: Distribution of PFB and overall social assistance recipients and funds across the 
“pre-PFB” consumption quintiles in 2004 (in %) 

Consumption Quintiles Q1 Q2 Q3 Q4 Q5  

Family poverty benefit 
Recipients 40.0 22.6 18.0 11.2 8.2 
Resources 44.8 21.9 16.5 9.6 7.2 
Social assistance (including PFB) 
Recipients (%) 45.0 23.7 15.2 9.0 7.1 
Resources (%) 51.0 21.3 13.2 8.2 6.3 
Source : ILCS 2004. 

 
What population groups are more likely to be included in/excluded from the PFB program?  
According to the ILCS estimates, households with 4 and more children and rural landless 
households have substantially higher poverty risk than other households; yet the former are more 
likely to be the PFB recipients than the later (53.8 percent vs. 34.9 percent).  Households with no 
members of working age, which, according to the 2004 ILCS estimates are less likely to be poor 
than the rest of the population, have coverage that is almost two times higher than their “own” 
poverty incidence (Table 8.8).   
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Table 8.8: Armenia: Poverty incidence and pre-PFB coverage of specific households types,  
2004 (%) 

Household type: Extreme poverty 
incidence Poverty incidence Pre-PFB poor 

coverage 
With 4 or more children 21.5 60.6 53.8 
No working-age member 3.6 22.4 44.1 
No labor force active member 9.1 37.3 31.7 
No declared labor income 10.3 39.4 41.9 
Rural landless 10.9 53.6 34.9 
No migrant member 9.0 37.7 31.7 
Source: 2004 ILCS 

 
Determinants of poverty family benefits:  In order to better understand the factors that have a 
decisive influence on the likelihood of a particular household receiving the PFB, parameters of a 
statistical model were estimated (for regression results see Table A8.3 in Statistical Annex).  The 
examined factors, which may be closely associated with the incidence of the PFB are the 
following: characteristics of the household (age composition, education and gender of the 
household head, size and location of the household); economic variables of the household (labor 
market status of the household members; consumption per adult equivalent); housing conditions 
and other household characteristics (house/apartment, temporary lodging or other, and car and 
land ownership)15.  These factors are used as explanatory variables in a probit model, where 
incidence of the PFB represents the dependent variable. 

The children and elderly appear to be more likely to receive the PFB relative to other age 
categories.  The larger the share of children of all age groups in the household, the higher the 
probability that the household receives the PFB relative to the reference category (share of adults 
between 45 and 60), keeping the household size constant.  The share of elderly has also 
significant positive effect on receiving the PFB.  Among other household characteristics, 
household size appears to have positive impact on the household’s probability of receiving the 
PFB—larger households are more likely to be the PFB beneficiaries (by 2 percentage points).  In 
addition, female-headed households are more likely to receive the PFB than male-headed 
households, being similar in other characteristics.  

Highly educated household heads (technical education), have, on average, lower probability of 
receiving the PFB relative to those with only primary education.   

Labor market status of household members is tightly associated with the incidence of the PFB.  
The larger the share of the unemployed members in the household is, the higher the likelihood of 
the household receiving the PFB relative to the reference category (fraction of salaried workers).  
The same conclusion holds for inactive household members.  Furthermore, consumption per 
equivalent adult has significant negative effect on the PFB incidence.  An increase in the 
consumption per adult equivalent of 1 percentage point decreases the probability of the PFB 
incidence by 3 percentage points. 

Other household characteristics which appear to be important in explaining the incidence of PFB 
are: type of household lodgings, ownership of the car and land ownership.  Households residing 
in temporary lodgings have higher likelihood of receiving the PFB relative to those living in 
houses or apartments.  By contrast, car ownership reduces probability of receiving the PFB.  The 
larger the share of the land holding owned by the household is, the lower the probability of the 
household receiving the PFB.  Households with migrant members were more likely to receive 

                                                 
15 Most of these factors are included in the proxy-means formula that is applied for the eligibility testing of the 
applicant households.   
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PFB than those with no migrant members, while households with migrant members who have 
returned from abroad or other parts of Armenia during the last 12 months prior the ILCS were 
less likely to receive PFB.    

Finally, location of the household has significant role in explaining the PFB incidence.  The 
location effects on the probability of households receiving the PFB remain relatively large after 
controlling for all other household characteristics included in the model.  The probability of 
households receiving the PFB is the lowest in Yerevan and the highest in Lori and Shirak 
marzes. 
 

8.5. Conclusions 

 
Armenia does not spend much on social transfers: 4.45 percent of GDP in 2004, including all 
types of pensions, poverty family benefit, birth grant, maternity and sick leave payments, child 
care allowance and unemployment benefits.  Yet, transfers are important source of income for 
Armenian households, particularly for those from the bottom of the distribution.     

Empirical evidence from 2004 ILCS suggests that social transfers, although relatively small in 
GDP terms, are very important for poverty reduction in Armenia: for each percentage point of 
GDP spent on social transfers, poverty incidence declines by 2.3 points.  Looking across entire 
population, if social transfers were eliminated and households were not able to compensate for 
their loss, poverty would deteriorate substantially: overall poverty incidence would increase by 
10.2 percentage points (to 44.8 percent), and poverty would become much deeper and more 
severe.       

Pensions as much larger transfer play more important role in poverty reduction than social 
assistance.  Nonetheless, social assistance, and in particular the poverty family benefit as its 
largest component, play very important role as well.   

The poverty impact of social transfers is even more pronounced among households that receive 
them.  If pensions were eliminated and their beneficiaries were not able to compensate for their 
loss, the poverty incidence among this social group would increase by one half, while the 
incidence of extreme poverty would increase 3 times.  The termination of the PFB would 
increase overall poverty incidence among the PFB recipients from 47.1 percent to 61.4 percent; 
their extreme poverty rate would double.   

The coverage of the poverty family benefit is limited: it covers 40 percent of very poor and 25 
percent of poor population.  However, it is targeted well as 63 percent of all the recipients come 
from the two bottom “pre-PFB” consumption quintiles, receiving 67 percent of the PFB budget.  
While this result is good, there is ample room for improvements: about 20 percent of recipients 
consuming 17 percent of resources are coming from the two top pre-PFB consumption quintiles.  
Reducing the error of inclusion, i.e. decreasing the number of ineligible recipients would allow 
the Government to increase the coverage of the poor within the same PFB resource envelope.  To 
that end, the targeting formula should be reviewed based on the 2004 ILCS.  However, more 
substantial increase in coverage would require more resources.              
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CHAPTER IX: LIVING CONDITIONS 
 
Increased incomes of the population, on the one hand, and Government efforts, particularly with 
regards to housing for the families residing in temporary dwelling and safe water supply, on the 
other, resulted in improved living conditions in 2004 in comparison to 1998/99.  Less people 
resided in temporary dwelling; households had more living space and some built new or 
refurbished their old homes. The poor were more likely to reside in substandard dwelling than 
the non-poor.  Most of the households had access to safe water and almost equally so for poor 
and non-poor population.  The access was almost universal in urban areas (96.5 percent) and 
significantly improved in rural (74.0 percent).  Service hours improved as well, particularly 
among the poor.  Still, further improvement is needed, as 40 percent of the Armenian households 
had water only 1-5 hours a day in 2004.  While access to a centralized sewerage system 
improved and it does not vary much across consumption quintiles, urban-rural differences are 
huge: only 18 percent of rural households were covered by a centralized sewerage system.  Solid 
waste collection and removal leaves a lot to be desired as quite a few of the Armenian 
households expressed their dissatisfaction with the garbage collection services.  The percentage 
of households heating their homes during winter declined from 99.4 in 1998/99 to 96.2 in 2004, 
with most of the decline occurring in urban areas and among the very poor. On a positive note, 
households reported using less wood and more environmentally clean sources of energy for 
heating (electricity and natural gas).  Armenian households are well supplied with durable 
goods, although most of them were purchased a long time ago.  As of lately, the most frequently 
purchased durables are mobile telephones, personal computers, satellite dishes and TV sets.  
However, the number of households owning a PC or a mobile phone is still very small, 
particularly in rural areas.           
 
 
9.1. Dwelling 
 
Most of the households in Armenia (91 percent) own their homes.  Apartments are more 
common in urban areas: 69 percent of urban population resides in multi-apartment buildings; 
while individual houses dominate in rural areas: 87 percent of rural population reports residing in 
a detached house (Table 9.1).  The situation has not changed much in comparison to 1998/99.  In 
2004, about 115,000 people were still residing in temporary dwelling (shelters for the 1988 
earthquake victims and hostels/collective centers for internally displaced persons and refugees); 
however their number decreased by 19 percent since 1998/99.  One half of the hostels dwellers 
were in Yerevan, while one half of the population in shelters was in other than Yerevan urban 
areas.   

No significant differences in poverty level are observed by type of dwelling, except for those in 
shelters and collective centers as 56 percent of them were poor. 
 

Box 9.1: Housing conditions in Armenia 
Housing conditions of the Armenian population worsened significantly since late 1980s: the 
earthquake in 1988 and armed conflict with Azerbaijan in the early 1990s destroyed most of the 
housing stock in the affected areas.  Local residents and internally displaced persons, as well as 
refugees from Azerbaijan were placed in temporary shelters, collective centers or crowded the 
dwellings of the people who hosted them.  Most of the housing stock has deteriorated 
enormously because of years of neglect and lack of maintenance.     
With improved economic performance and more resources available to citizens and the 
government, the housing has been undergoing gradual rehabilitation and many new houses 
have been built.  The Government focus, with support from the USAID, has been on housing in 
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the earthquake affected areas. In 2004, according to the official statistics, 293,163 square 
meters of housing were rehabilitated/refurbished/newly built of which 17,329 square meters in 
towns and rural areas affected by the earthquake. 

     
Table 9.1: Armenia: Dwelling by location, poverty status and consumption quintiles in 2004 (%) 

Type of dwelling  
Total House Apartment Hostel Temporary 

shelter Other 

By place of residence 
Urban  100 26.0 68.6 2.2 2.8 0.4 
Rural  100 86.8 7.2 0.2 5.3 0.5 
Yerevan 100 17.8 79.3 2.3 0.2 0.4 
Total 100 46.5 47.9 1.5 3.7 0.4 
By level of poverty 
Not poor 100 47.2 48.3 1.2 3.1 0.3 
Poor 100 46.7 46.3 1.6 4.8 0.7 
Very poor 100 37.5 50.2 5.7 6.2 0.4 
By consumption-ranked quintiles 
Poorest  100 41.6 50.0 3.0 4.8 0.6 
II quintile 100 50.0 43.4 1.5 4.6 0.6 
III quintile 100 51.3 43.9 1.3 3.1 0.4 
IV quintile 100 47.9 46.4 1.5 3.9 0.3 
Top quintile 100 42.5 54.1 0.8 2.5 0.1 
Source: ILCS 2004  

 
Crowding is a problem in urban areas, particularly in Yerevan, and especially in one and two 
room apartments.  It is much more common among the poor: in 2004, there were 3.12 occupants 
per room in the poorest quintile, and 1.95 in the top consumption quintile.  These indicators 
improved since 1998/99 when they were estimated at 3.48 and 2.15 respectively.  Armenian 
households had more living space available in 2004 than in 1998/99, with households in rural 
areas fairing much better than those in urban areas (Table 9.2).  However, urban housing was 
much better equipped as almost 60 percent of households reported having a kitchen, a bath, in-
house water supply and a sewage system (operating).  In contrast, only 8 percent of rural 
households reported living in a house with all these amenities.  
    

Table 9.2: Armenia: Living area in 1998/99 and 2004 (average in square meters) 
Per household Per household member  1998/99 2004 1998/99 2004 

Armenia 52.4 56.2 12.2 14.4 
     Urban areas 42.4 47.1 10.5 12.8 
     Rural areas 67.9 74.2 14.6 17.1 
Source: ILCS 1998/99 and 2004. 

 
Households participating in the 2004 ILSC were asked to self rate their dwelling conditions.  
Almost one forth (23 percent) rated their dwelling conditions as bad, and 9 percent as very bad.  
Over one half (56 percent) gave their house a satisfactory mark, and 12 percent considered their 
dwelling conditions good.  Almost no one rated the dwelling as very good.  Table 9.3 presents 
self-assessment of dwelling conditions by economic regions, economic status and consumption 
quintiles.  Urban households were more satisfied with their dwelling than rural.  The poor were 
much less satisfied than the non poor.  Among the lowest consumption quintile, 60 percent self-
assessed their dwelling as bad or very bad as opposed to 20 percent among the top quintile.   
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Table 9.3: Armenia: Self-assessment of dwelling conditions, 2004 (%) 
Housing conditions Very good Good Satisfactory Bad Very bad 
By place of residence 
Urban 100 1.0 12.2 58.3 20.4 8.2 
Rural  100 1.0 9.0 51.1 28.5 10.4 
Yerevan 100 1.0 13.5 59.2 19.5 6.8 
Total 100 1.0 11.1 55.9 23.1 8.9 
By level of poverty 
Not poor 100 1.2 13.2 58.7 20.8 6.1 
Poor 100 0.5 6.9 50.7 28.6 13.3 
Very poor  100 0.0 3.2 42.1 28.5 26.2 
By consumption-ranked quintiles 
Poorest  100 0.2 4.7 47.8 29.3 18.0 
II quintile 100 0.7 8.0 53.3 26.5 11.5 
III quintile 100 1.1 10.7 58.3 22.5 7.4 
IV quintile 100 0.8 12.5 56.3 23.9 6.5 
Top quintile 100 1.8 17.0 61.0 16.1 4.1 
Source: ILCS 2004. 
Note: The poor in this table are defined as the total number of the poor minus the very poor cohort.  

 
Poor and particularly very poor households are more likely to reside in substandard dwelling.  
While on average, 31 percent of the Armenian households were not satisfied with the size of 
their dwelling, this percentage was 39 percent among the poor and 46.7 percent among the very 
poor.  Inadequate in house lighting was a reason for discontent among 20 percent of the 
households (25 percent among the poor and 36.4 percent among the very poor households).  
Relatively high percentage of households (41.3 percent) cited mold as a problem.  This 
percentage was higher among the poor and in particular the very poor households (48 and 60 
percent respectively).  Leaking roof was reported by 25 percent of the poor and 37 percent of the 
very poor households. 

In 2004, about 7 percent or 54,000 households reported to have renovated their dwelling in the 
year previous to the survey; most of them (over 80 percent) were better off households.   
 
9.2. Access to safe drinking water, sewerage and waste material disposal 
  
Access to safe drinking water: A vast majority of households, both in 1998/99 and 2004 ILCS 
reported having access to a centralized water supply system: 96.5 percent of households in urban 
and 74.0 percent in rural areas in 2004 (respectively 96.2 percent and 64.7 percent in 1998/99).  
Three quarters of households had in-house water supply; 21 percent had water tap in the yeard, 
and 4.4 were using a tap on the street.  Rural households had much better access to centralized 
water supply in 2004 than in 1998/99.  Consequently, significantly smaller fraction of rural 
households reported having to carry water from springs/wells or having it delivered to their 
settlements (Table 9.4).  

Box 9.2: Access to safe water 
Improved access to to safe drinking water is among the Armenia’s PRSP priorities.  The PRSP 
envisages achieving 24/7 water supply services from centralized systems to 98 percent of urban 
and 70 percent of rural population by 2015.  The planned actions include better maintenance, 
renovation and expansion of water supply system, its modernization and improved reporting 
within the system. Increased access to to better quality water supply services has been recorded 
during the recent years, especially in the rural areas.  Numerous project suppored by KfW, 
IFAD, USDA and the World Bank have been implemented.  Armenia Social Investment Fund 
supported by the World Bank has recently reconstructed/built water supply services in 40 
villages.   
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Table 9.4: Armenia: Households access to safe drinking water in 1998/99 and 2004 (%) 

Armenia Urban Rural Main source of water 1998/99 2004 1998/99 2004 1998/99 2004 
Centralized water supply system 83.7 88.9 96.2 96.5 64.7 74.0 
     Less than one hour  16.3 1.6 4.1 1.6 35.0 1.6 
     1-5 hours 43.2 39.5 56.4 40.9 23.1 36.0 
     6-12 hours 15.8 21.5 19.6 22.5 9.9 19.0 
     12-23 hours 4.1 4.5 4.9 5.2 2.8 2.8 
     24 hours 20.6 32.9 15.0 29.8 29.2 40.6 
Spring water, wells 5.9 3.8 1.2 0.9 13.0 9.4 
Own system of water supply 2.0 2.6 0.4 0.2 4.4 7.3 
Delivered water 8.3 4.5 2.1 2.3 17.8 9.0 
Other sources 0.1 0.2 0.1 0.1 0.1 0.3 
Source: ILCS 1998/99 and 2004. 
 
Access to a centralized water supply system is not, however, a guarantee of 24/7 water supply.  
On average, in 2004, the water was available for about 12 hours per day.  Only 33 percent of 
households reported having water 24 hours a day every day; this is however a significant 
improvement over 1998/99 when only 21 percent of households had 24/7 supply of water.  Still, 
as much as 40 percent of Armenian households had water 1-5 hours a day in 2004 (Table 9.5).    
 

Table 9.5: Armenia: Access to safe water supply by consumption quintiles 1998/9 and 2004 (%) 
Poorest II quintile III quintile IV quintile Richest  

98/99 2004 98/99 2004 98/99 2004 98/99 2004 98/99 2004 
Centralized water supply  86.6 89.6 84.6 89.1 84.7 89.6 81.7 89.1 81.8 87.6 
     Less than one hour  13.4 2.1 15.4 1.8 15.2 1.9 18.2 1.4 18.8 1.1 
     1-5 hours 50.7 44.5 47.0 39.8 43.4 40.3 40.6 38.4 36.4 36.1 
     6-12 hours 16.0 19.8 15.2 20.7 15.4 22.5 14.5 21.8 17.6 22.3 
     12-23 hours 4.3 4.0 4.9 4.3 4.8 4.5 3.6 4.1 2.9 5.4 
     24 hours 15.6 29.6 17.5 33.4 21.2 30.8 23.1 34.3 24.3 35.1 
Spring water, wells 4.4 5.2 6.8 4.4 5.5 4.2 6.4 3.0 5.9 2.5 
Own water supply system 0.9 0.6 0.7 1.0 2.3 1.8 2.4 3.4 3.3 5.1 
Delivered water 8.1 4.5 7.8 5.2 7.4 4.1 9.5 4.4 8.8 4.5 
Other sources 0.0 0.1 0.0 0.3 0.0 0.3 0.0 0.1 0.3 0.3 
Source: ILCS 1998/99 and 2004 

 
No significant differences across consumption quintiles are observed in access to a centralized 
water supply system.  Moreover, improvements in service hours are more notable among the 
poor segments of the population.  For instance, a fraction of the poorest quintile having water 
supply 24/7 almost doubled between 1998/99 and 2004 and was not tremendously different from 
that in the top quintile: 29.6 and 35.1 respectively in 2004 (Table 9.5). 

Overall, 55 percent of households were satisfied with the quality of water supply services, while 
44 percent said that they were completely dissatisfied.  Poor households were even more critical 
as 59 percent of them expressed their complete dissatisfaction.  On the other hand, the 
assessment of water quality is rather positive (Table 9.6). 
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Table 9.6: Armenia: Water supply services—quality of drinking water in 2004 (%)  
 Good Satisfactory Bad 

Pure, clean water  41.1 43.4 15.7 
Smell 40.9 43.7 15.4 
Color  41.1 41.8 17.1 
Taste 42.2 43.1 14.7 
Source: ILCS 2004. 

 
Access to sewerage system:  More households had access to a centralized sewerage system in 
2004 than in 1998/99 (61.6 and 57.9 percent respectively).  However, the improvement was 
limited to Yerevan only; in other urban and in rural areas the access to a centralized sewerage 
system declined (Table 9.7). 
   

Table 9.7: Armenia: Access to sewerage system in 1998/99 and 2004 
Yerevan Other urban  Rural Total  98/99 2004 98/99 2004 98/99 2004 98/99 2004 

Centralized sewerage system 90.6 93.4 81.0 79.0 15.4 12.8 57.9 61.6 
Centralized sewerage system is available 
but it is not operational  3.3 0.1 5.5 2.2 2.0 0.8 3.5 1.0 
Have no sewerage system 6.1 6.5 13.5 18.8 82.6 86.4 38.6 37.4 
Source: ILCS 1998/99 and 2004. 

 
Urban-rural differences are huge.  The Yerevan residents had almost universal access to a 
sewerage system.  Other urban areas followed, with 80 percent of the households covered.  In 
contrast, only 18 percent of rural households were covered by a centralized sewerage system.  
This is an issue, as an adequate sewerage system is very important for good sanitation 
conditions.    
 

Table 9.8: Armenia: Access to a centralized sewerage system in 2004 by consumption quintiles 
(% of households) 

Consumption-ranked Quintiles Availability of the sewerage 
system  Poorest II quintile III quintile IV quintile Top 

Centralized sewerage system 
(operational) 64,3 57,0 57,9 59,9 67,3 

Centralized sewerage system 
(non-operational) 1,2 0,8 1,2 1,1 0,9 

No centralized sewerage system 34.5 42.2 40.9 39.0 31.8 
Source: ILCS 2004. 

 
As indicated by Table 9.8, access to a centralized sewerage system does not vary much across 
the consumption quintiles.  
 

Table 9.9: Armenia: Solid waste removal in 1998/99 and 2004 
In Yerevan In other urban 

settlements In rural areas Total  
98/99 2004 98/99 2004 98/99 2004 98/99 2004 

Removed through an organized 
garbage collection system 98.7 99.3 93.3 90.5 53.9 46.0 79.4 78.5 

Burned 0.2 0.5 2.5 6.1 25.1 29.3 10.7 12.0 
Buried 0.2 0.0 2.4 1.3 17.3 17.1 7.6 6.2 
Other 0.9 0.2 1.8 2.1 3.8 7.6 2.3 3.3 
Source: ILCS 1998/99 and 2004. 
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Solid waste removal and disposal:  Urban areas and in particular the capital city of Yerevan are 
much better served by an organized garbage collection and removal system than rural, where 
households rely more on burning/burying solid waste (Table 9.9).  Armenian households are 
quite dissatisfied with the garbage collection services, as over one half of them expressed their 
dissatisfaction in the 2004 ILCS.  Only 40.7 percent of the households said that they were 
“somewhat satisfied” with the garbage collection and removal.        
 
9.3. Heating  
 
Most of the households, both in urban and rural settlements reported having their dwellings 
heated.  However, the percentage declined from 99.4 in 1998/99 to 96.2 in 2004.  Most of the 
decline occurred in urban areas (Table 9.10).  Among the households that did not have any 
heating in their homes, 20 percent were households of single pensioners, 24 percent had 3 and 
more children and 53 percent were headed by a female.    
Central heating was available to only 3.5 percent of households; this indicator also declined in 
comparison to 1998/99 and is probably marking the final demise of the old Soviet era heating 
system.  Households with no central heating relied on the following fuel to heath their homes: 
wood (43 percent), electricity (29 percent) and natural gas (16 percent).  This structure is 
different than in 1998/99 when 61 percent of households reported using wood, 18 percent 
electricity and only 2.3 percent natural gas.  This is a significant positive change, which reflects 
the Government’s efforts to move towards more clean sources of energy for heating.      
 

Table 9.10: Armenia: Heating in 1998/99 and 2004 (%) 
Armenia Urban  Rural   

Households 1998/99 2004 1998/99 2004 1998/99 2004 
Total  100 100 100 100 100 100 
     Not heated 0.6 3.8 1.0 5.5 0.0 0.5 
     Heated  99.4 96.2 99.0 94.5 100.0 99.5 
          - central heating 10.0 3.5 16.2 4.9 0.6 0.8 
          - own heating system 2.9 1.0 3.3 1.0 2.2 1.2 
          - other sources 
(electricity, wood, etc.) 86.5 91.7 79.5 88.6 97.2 97.5 

Source: ILCS 1998/99 and 2004: 
 
Looking across economic regions, electricity was the most significant source of energy used for 
heating in Yerevan; it was much less important in other urban areas and insignificant in rural 
areas.  In contrast, wood was a dominating source of heating both in rural and other urban areas.  
The role of natural gas increased in all regions and in particular in other urban areas (Table 9.11).           
 

Table 9.11: Armenia: The composition of fuels used for heating in 1998/99 and 2004* (%)  
Yerevan Other urban Rural areas Armenia  

98/99 2004 98/99 2004 98/99 2004 98/99 2004 
Oil, diesel oil 7.8 1.2 5.3 0.1 0.7 0.0 4.2 0.5 
Electricity 44.2 65.9 15.0 12.8 1.2 1.0 17.7 28.7 
Gas 0.2 11.0 3.7 24.6 2.6 12.5 2.3 15.9 
Coal 0.2 0.1 0.2 0.1 0.1 0.1 0.2 0.1 
Wood 40.5 18.7 69.3 56.3 69.2 57.3 61.3 42.8 
Other 7.2 3.1 6.6 6.1 26.3 29.1 14.3 12.1 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
Source: ILCS 1998/99 and 2004. 
Note: *Refers to households that reported having their houses heated using “other” sources of energy, i.e. not having 
access to a centralized heating system or their own heating system.   
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While there were households in all consumption quintiles that reported not having their homes 
heated during winter, the percentage of such households was the highest among the poorest 
quintile (Table 9.12).    
 

Table 9:12: Armenia: households heating by consumption quintiles (%)  
Poorest Q2 Q3 Q4 Top  98/99 2004 98/99 2004 98/99 2004 98/99 2004 98/99 2004 

Not heated 1,6 5,6 0,7 4,4 0,4 3,2 0,4 4,2 0 2,4 
Heated 98.4 94.4 99.3 95.6 99.6 96.8 99.6 95.8 100.0 97.6 
     - central heating 14,0 4,1 10,6 2,7 11,7 3,0 7,2 4,0 7,5 3,4 
     - own heating 
system 1,9 0,8 3,8 0,5 1,8 0,8 3,9 1,0 3,0 2,0 

     - other source  82,5 89,5 84,9 92,4 86,1 93,0 88,5 90,8 89,5 92,2 
Average spending on 
heating during winter 
(000 AMD) 

30.3 36.7 36.0 42.6 38.6 44.3 41.8 45.9 50.8 50.8 

Source: ILCS 1998/99 and 2004. 
 
 
9.4. Availability of durable goods   
 
Armenian households are well supplied with durable goods (Table 9.13), although in most of the 
cases those goods were purchased a long time ago.  As of lately, the most frequently purchased 
durables are mobile telephones, personal computers, satellite dishes and TV sets.  The fraction of 
households owning a mobile telephone increased four times in two years only (2002-2004); in 
the case of personal computers that increase was three-fold.  However, the number of households 
owning a PC or a mobile phone is still very small, particularly in rural areas.           
  
Table 9.13: Armenia: Availability of durable goods in households 2002* and 2004 (per 100 households) 

Armenia Urban Rural  
2002* 2004 2002 2004 2002 2004 

TV set 91 93 94 93 88 92 
Refrigerator 85 82 87 85 81 78 
Washing machine 76 70 80 72 71 66 
Vacuum cleaner  44 33 50 40 34 22 
Sewing machine  70 51 70 50 69 52 
Satellite dish 1.5 3.9 1.7 3.4 1.1 4.9 
Mobile phone 1.3 5.4 1.8 7.3 0.6 1.6 
Video recorder 20 23 24 26 15 16 
Video camera 1.7 1.4 2.3 1.9 0.8 0.3 
Camera 25 21 30 26 16 12 
Music center 20 15 26 19 11 9 
Computer 1.2 3.9 1.6 5.5 0.6 1.0 
Source: ILCS 2002 and 2004. 
Note: *Data on availability of durables are available only since the 2002 ILCS. 

 
 
9.5. Conclusions 
 
Increased incomes of the population, on the one hand, and Government efforts, particularly with 
regards to housing for the families residing in temporary dwelling and safe water supply, on the 
other, resulted in improved living conditions in 2004 in comparison to 1998/99. 

Housing:  The number of people residing in temporary dwelling—shelters for the 1988 
earthquake victims and hostels/collective centers for internally displaced persons and refugees—
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decreased by 19 percent, to about 115,000 people.  This segment of the Armenian population is 
among the poorest of all, as 56 percent of them were poor in 2004.  Armenian households had 
more living space in 2004 than in 1998/99, and some households reported construction of new or 
refurbishment of their old homes.  About two thirds of households were satisfied with their 
dwelling.  The poor were much less satisfied than the non-poor as they were more likely to 
reside in substandard dwelling.   

Access to safe water: Most of households in Armenia have access to a centralized water supply 
system: 96.5 percent among urban and 74 percent among rural households.  No significant 
differences are observed across socio-economic groups.  The improvement was particularly 
strong in rural areas where significantly smaller fraction of households reported having to carry 
water from springs/wells or having it delivered to their settlements.  Service hours improved as 
well, particularly among the poor.  Still, as much as 40 percent of the Armenian households had 
water only 1-5 hours a day in 2004.   

Access to sewerage system:  More households had access to a centralized sewerage system in 
2004 than in 1998/99 (61.6 and 57.9 percent respectively).  However, the improvement was 
limited to Yerevan only; in other urban and in rural areas the access to a centralized sewerage 
system declined.  Urban-rural differences are huge: Yerevan had almost universal access to a 
sewerage system; in contrast only 18 percent of rural households were covered by a centralized 
sewerage system.  Access to a centralized sewerage system does not vary much across the 
consumption quintiles.  

Solid waste removal and disposal:  Urban areas and in particular the capital city of Yerevan are 
much better served by an organized garbage collection and removal system than rural, where 
households rely a lot on burning/burying solid waste.  In general, Armenian households were 
quite dissatisfied with the garbage collection services. 

Heating:  Most of the households, both in urban and rural settlements reported having their 
dwellings heated.  However, the percentage declined from 99.4 in 1998/99 to 96.2 in 2004, with 
most of the decline occurring in urban areas and among the very poor.  Among the households 
that did not have any heating in their homes, 20 percent were households of single pensioners, 24 
percent had 3 and more children and 53 percent were headed by a female.  In 2004, households 
used less wood and more electricity and natural gas for heating.  This is a significant positive 
change, which reflects the Government’s efforts to move towards more clean sources of energy 
for heating.      

Availability of durable goods:  Armenian households are well supplied with durable goods, 
although in most of the cases those goods were purchased a long time ago.  As of lately, the most 
frequently purchased durables are mobile telephones, personal computers, satellite dishes and 
TV sets.  However, the number of households owning a PC or a mobile phone is still very small, 
particularly in rural areas.           

 
 
 
 
 
 
 
 
 


